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CHAPTER 1
INTRODUCTION

The Final Environmental Impact Statement (EIS) represents the environmental analysis to be
used by the U.S. Bureau of Reclamation (Reclamation) in making subsequent federal deci-
sions necessary to renew the Sacramento River Settlement Contracts (Settlement Contracts).
In accordance with the National Environmental Policy Act (NEPA), this Final EIS has
identified five alternatives that, on the basis of public input, scientific information, and
professional judgment, are considered feasible and satisfy the stated purpose and need of the
proposed action. This Final EIS amends the Draft EIS in response to public comment and
incorporates additional information, corrections, and changes. Chapter 4 presents the

Draft EIS with changes and clarifications (new text is underlined, and deleted text is stricken
[i.e., deleted]). This Final EIS is organized as follows:

Chapter 1 — Introduction: Identifies the function of the Final EIS, presents a summary of
alternatives and impacts, and describes related projects and activities.

Chapter 2 — Thematic Responses to Draft EIS Comments: Discusses process for respond-
ing to comments and presents eight thematic responses to common issues raised by
commentors.

Chapter 3 — Specific Comments and Responses to Comments on the Draft EIS: Presents
copies of original comment letters received on the Draft EIS and provides responses to those
comments.

Chapter 4 — Revised Draft EIS: Presents the Draft EIS showing deletions (text is lined
through) and additions (text is underlined) made to the text on the basis of received
comments.

Appendix A — U.S. Fish and Wildlife Service Biological Opinion on the CVP-OCAP
Appendix B — NOAA - Fisheries Biological Opinion on the CVP-OCAP
Appendix C — U.S. Bureau of Reclamation Project Description for CVP-OCAP

This Final EIS examines the affected environment and the environmental consequences for
the following six alternatives:

e No Action Alternative

e Alternative 1 — Preferred Alternative/Negotiated Contract

e Alternative 2 — Reclamation’s Initial Contract Proposal

e Alternative 3 — Sacramento River Settlement Contractors’ Initial Counter Proposal

e Alternative 4 — Shortage Provisions Based on Shasta Inflow Sliding Scale

e Alternative 5 — Shortage Provisions Based on 40-30-30 Sacramento River Flow Index

All alternatives are compared to the No Action Alternative, as is required by NEPA. A brief
summary of each alternative, along with a description of associated environmental impacts,
follows.
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CHAPTER 1 INTRODUCTION

BACKGROUND AND PROPOSED ACTION

The Settlement Contracts have a unique history and nature. The Sacramento River Settlement
Contractors (SRSC) hold water rights to Sacramento River water that are senior to the
Central Valley Project (CVP) and, cumulatively, claim senior water rights that entitle them to
use a significant portion of the water available for appropriation in the Sacramento River. If
the SRSCs were to fully use their senior water rights, Reclamation’s current ability to operate
the CVP would be compromised. It was in recognition of this fact that members of Congress
directed Reclamation to negotiate with the SRSCs and enter into the existing Settlement
Contracts.

Together, 146 SRSCs have rights to divert approximately 2.2 million acre-feet (MAF) per
year from the Sacramento River (except during critical years as defined under the Settlement
Contracts). The Colusa Drain Mutual Water Company has a contract entitlement that requires
Reclamation to release up to an additional 70,000 acre-feet per year into the Sacramento
River as part of a negotiated water rights settlement. A complete list of these contractors
appears in Appendix A to the Draft EIS.

The contract quantities range from 4 to 825,000 acre-feet per year. The 20 largest SRSCs
account for approximately 95 percent of the total contracted quantity, and span the
Sacramento Valley from Redding to Sacramento. With the exception of Sutter Mutual Water
Company (SMWC) and Anderson-Cottonwood Irrigation District (ACID), the renewed
contracts would provide for the continued diversions and delivery of the same quantities of
water as the existing Settlement Contracts. For SMWC and ACID, the renewed contracts
include reduced contract quantities.

The contract renewals also provide for continued diversions and delivery of water to the same
lands and for the same purposes, with one exception. Natomas Central Mutual Water
Company (NCMWOC) has requested a change in authorized use from agricultural to municipal
and industrial in the Metro Air Park portion of its service area.

When originally executed, the term of these Settlement Contracts was not to exceed 40 years,
and these contracts were scheduled to expire on March 31, 2004. However, on
December 1, 2003, Congress passed Public Law 108-37. Section 218 of that Act states,

“The Secretary of the Interior shall extend the term of the Sacramento River
Settlement Contracts, long- and short-form, entered into by the United States with
various districts and individuals, under section 14 of the Reclamation Project Act of
1939 (53 Stat. 1197), for a period of 2 additional years after the date on which each of
the contracts, respectively, would expire but for this section, or until renewal contracts
are executed, whichever occurs earlier.”

Pursuant to this Congressional mandate, Reclamation has issued written notices to the SRSCs
confirming that all terms and conditions of their existing Settlement Contracts will remain in
full force and effect during the extension period.

The action proposed here is renewal of the Settlement Contracts for an additional 40 years.
This EIS considers the impacts of renewal, including potential impacts from five alternatives,

Final SRSC EIS 1-2 December 2004
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CHAPTER 1 INTRODUCTION

relative to the No Action Alternative. The Preferred Alternative is renewal of the Settlement
Contracts as mutually negotiated by Reclamation and the SRSCs.

SUMMARY OF ALTERNATIVES AND IMPACTS

The project alternatives evaluated in this EIS represent a broad range of possible alternatives;
however, because of the unique nature of the Preferred Alternative, as the result of a
negotiated settlement, this EIS focuses additional attention on Alternative 1 — Preferred
Alternative/Negotiated Contract.

No Action Alternative

The No Action Alternative is defined by NEPA as the most likely future that could be
expected to occur in the absence of the project. It is intended to represent a projection of
current conditions to the most reasonable future responses or conditions that could occur
during the life of the project without any action alternatives being implemented.

The No Action Alternative for the SRSC contract renewals has been determined to be the
Preferred Alternative for the Central Valley Project Improvement Act (CVPIA)
Programmatic Environmental Impact Statement (PEIS). The rationale for this decision is that
with the passage of the CVPIA in 1992, and the completion of the environmental documen-
tation for the CVPIA (PEIS) in 1999, the operations of the CVP, including the diversions of
Sacramento River water by the SRSCs, are guided by the adopted PEIS Preferred Alternative.
Therefore, the CVPIA PEIS Preferred Alternative is considered the existing conditions for
this EIS, and the ongoing implementation of the CVPIA is the most likely future scenario.
The Preferred Alternative for the CVPIA PEIS assumed renewal of the Settlement Contracts
at existing, full contract amounts.

The rationale for definition of the No Action Alternative also considered that the majority of
the SRSCs and Reclamation have shown their willingness to renew the contracts, and
Congress has approved interim contract extensions. Therefore, the possibility of a future
without contract renewals was not anticipated as an alternative in this EIS.

The use of the PEIS Preferred Alternative as the No Action Alternative is consistent with the
definition of the No Action Alternative for several other ongoing contract renewal environ-
mental documents, including Westside Canals (i.e., Tehama-Colusa Canal), Shasta-Trinity,
San Felipe, San Luis Unit, Friant, Cross-Valley, Contra Costa Water District, and Delta-
Mendota.

The No Action Alternative forms the basis for comparison against other alternatives.

ALTERNATIVE 1: PREFERRED ALTERNATIVE — NEGOTIATED
CONTRACT

The Preferred Alternative of this EIS is the renewal of all proposed Settlement Contracts in
the Sacramento Valley. Specific terms are outlined in Table 1. Two contract amounts have
been reduced based on Reclamation’s Water Needs Assessment. The result is that the
contracts better reflect actual use for these districts. Thus, physical conditions under this
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CHAPTER 1 INTRODUCTION

alternative are exactly the same as under the No Action Alternative; therefore, no incremental
impact is associated with this alternative.

Alternative 2: Reclamation’s Initial Contract Proposal

Alternative 2 is Reclamation’s initial contract proposal to the SRSCs, which was the impetus
for a counter proposal by the SRSCs. Specific terms are outlined in Table 1. Physical condi-

tions under this alternative are similar to the No Action Alternative, with the primary change
being an increase in the frequency of drought years under this alternative.

Alternative 3; Sacramento River Settlement Contractors’ Initial
Counter Proposal

Alternative 3 represents the contract provisions contained in the SRSCs’ response to
Reclamation’s initial proposal for terms of the renewed contract. Specific terms are outlined
in Table 1. Physical conditions under this alternative are exactly the same as under the No
Action Alternative, and the primary change is that the SRSCs would receive payment in
exchange for using quantities of water below their contracted amounts.

Alternative 4: Shortage Provisions Based on Shasta Inflow Sliding
Scale

Alternative 4 is similar to Alternative 1, except that it considers a variation in the shortage
provision that was not considered in the contract negotiations between Reclamation and the
SRSCs, and would result in more frequent reductions. Specific terms are outlined in Table 1.
Under Alternative 4, shortage provisions are similar to those under Alternative 2, and would
be implemented on a 10-20-25 percent sliding scale that is tied to Shasta inflow deficiencies.

Alternative 5: Shortage Provisions Based on 40-30-30 Sacramento
River Index

Alternative 5 introduces a 25-year contract term and another variation of the shortage
provision that is based on the 40-30-30 Sacramento River index. Specific terms are outlined
in Table 1. Under Alternative 5, shortage provisions are similar to those under Alternative 2,
and would be implemented on a 10-20-25 percent sliding scale that is tied to the 40-30-30
Sacramento River index rather than Shasta inflows.

Final SRSC EIS 1-4 December 2004
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TABLE 1
PROJECT ALTERNATIVES SUMMARY

Alternative 1:
Preferred Alternative —

Alternative 2:
Reclamation’s Initial

Alternative 3: SRSCs’
Initial Counter

Alternative 4:
Shortage Provisions
Based on Shasta

Alternative 5: Shortage
Provisions Based on
40-30-30 Sacramento

Alternative No Action Negotiated Contract Contract Proposal Proposal Inflow River Index
Total Annual Contract Amount 2,316 2,227 2,316 2,316 2,227 2,227
(KAFY)&
Contract Period 40 years 40 years 40 years 40 years 40 years 25 years

Shortage Provision

Specifies reductions in

critical yearsb only;
reductions of 25%

Specifies reductions in
critical years only;
reductions of 25%

Specifies delivery
reductions based on
Shasta inflow
deficiencies varying
from 10 to 25% (sliding
scale)

Same as Alternative 2,
and SRSCs are
compensated for water
reductions

Sliding-scale cutback
(10-20-25%) based on
stepped decrease;
cutback remains at
lowest level until full
contract amount is reset
at 4 MAF in Shasta
Lake

Sliding-scale cutback (10-
20-25%) based on

Sacramento River IndexC
water years; no reset
requirement at 4 MAF in
Shasta Lake

Number of Years Shortage Provision Is
Activated (based on historical period of
record)

9 years

9 years

16 years

9 years

17 years

43 years

Total Amount Reduced over 4-year
Drought Sequence Based on Shortage
Provision (KAFY)

2,127

2,127

2,021

2,127

2,127

2,021

Base Supply Rescheduling Provisions

No fees for rescheduling

Requires rescheduling
fee for water
rescheduled into
January through
October from any month
of the diversion season

Requires rescheduling
fee to divert in excess
of monthly quantities
contained in Settlement
Contract

No fees for
rescheduling

Requires rescheduling
fee to divert in excess
of monthly quantities
contained in Settlement
Contract

Requires rescheduling
fee to divert in excess of
monthly quantities
contained in Settlement
Contract

Costing Mechanism

Take or Pay: Requires
SRSC to pay for Project
Water at established
rates with adjustments
by Contracting Officer if
water used other than
for agricultural
purposes; SRSC pays
for 100% of Project
Water

Take or Pay: Requires
SRSC to pay for 75% of
the amount of Project
Water each year and to
pay for Project Water
actually diverted in
excess of 75%;
Contracting Officer can
adjust rates to
applicable rates and
charges if the SRSC
desires to use Project
Water for other than
agricultural use

Take or Pay: Requires
SRSC to pay for Project
Water at established
rates with adjustments
by Contracting Officer if
water used other than
for agricultural
purposes; SRSC pays
for 100% of Project
Water

Take or Pay: Limits
payment to Project
Water actually diverted
by the SRSC; does not
specifically include
adjustment for water
used other than for
agricultural purposes

Same as Alternative 1

Take or Pay: Requires
SRSC to pay for 75% of
the amount of Project
Water each year and to
pay for Project Water
actually diverted in
excess of 75%;
Contracting Officer can
adjust rates to applicable
rates and charges if the
SRSC desires to use
Project Water for other
than agricultural use

December 2004
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TABLE 1
PROJECT ALTERNATIVES SUMMARY

Alternative 4: Alternative 5: Shortage
Alternative 1: Alternative 2: Alternative 3: SRSCs’ | Shortage Provisions Provisions Based on
Preferred Alternative —| Reclamation’s Initial Initial Counter Based on Shasta 40-30-30 Sacramento
Alternative No Action Negotiated Contract Contract Proposal Proposal Inflow River Index
Conservation Measures Prior to diversion of Prior to diversion of Prior to diversion of Same as Alternative 1 [Reclamation’s standard
Project Water, requires |Project Water, requires [Project Water, requires criteria would apply,
SRSC to be SRSC to be SRSC to be including measurement at
implementing a water  |implementing a water [implementing a water each farm delivery,
conservation and conservation and conservation and volumetric pricing of
efficiency program efficiency program efficiency program water, and
based on the BWMP based on the BWMP based on the BWMP implementation of Best
and/or the SRSC'’s and/or the SRSC'’s and/or the SRSC'’s Management Practices
water conservation plan |water conservation plan [water conservation
that has been that has been plan that has been
determined by the determined by the determined by the
Contracting Officer to  |Contracting Officer to  |Contracting Officer to
meet requirements meet requirements meet requirements
under federal law; which |under federal law under federal law

allows the SRSC to
reduce the amount of
Project Water for which
payment is required
under Article 8(a)

2ncludes contract amounts for 145 SRSCs and Colusa Drain Mutual Water Company. Total annual amounts vary according to shortage provisions.

Pshasta critical years defined by the contract between Reclamation and the SRSCs (see Appendix C to the Draft EIS for complete contract). This shortage provision was the mechanism used in
the original contracts and, thus, represents the No Action Alternative, in addition to Alternatives 1 and 3.

CThe 40-30-30 Sacramento River Index is computed as a weighted average of the current water year's April through July unimpaired runoff forecast (40 percent), the current water year's
October through March unimpaired runoff forecast (30 percent), and the previous water year's index (30 percent). A cap of 10 MAF is put on the previous year's index to account for required
flood control reservoir releases during wet years. Unimpaired runoff (calculated in the 40-30-30 Sacramento River Index as the sum of Sacramento River flow above Bend Bridge near Red Bluff,
Feather River inflow to Oroville, Yuba River flow at Smartville, and American River inflow to Folsom) is the river production unaltered by water diversions, storage, exports, or imports. A water
year with a 40-30-30 Sacramento River Index equal to or greater than 9.2 MAF is classified as "wet." A water year with an index equal to or less than 5.4 MAF is classified as "critical."

Notes:

BWMP = Basinwide Water Management Plan
KAFY = thousand acre-feet per year
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CHAPTER 1 INTRODUCTION

RELATIONSHIP TO OTHER PROJECTS AND ACTIVITIES

The proposed project is related to several other projects and activities. These are outlined on
pages 1-9 through 1-12 of the Draft EIS. Related projects include the following:

e Long-term Contract Renewal of Existing CVP Water Service Contracts —Reclamation
e Implementation of CVPIA —Reclamation and U.S. Fish and Wildlife Service (USFWYS)
e CALFED Bay-Delta Program — CALFED

e Trinity River Mainstem Fishery Restoration EIS/Environmental Impact Report (EIR) —
Reclamation, USFWS, Hoopa Valley Tribe, and Trinity County

Related activities include the following:

e CVPIA PEIS —Reclamation

e Operations Criteria and Plan (OCAP) Biological Assessment — Reclamation
e Sacramento River BWMP and Regional Criteria — selected SRSCs

e Sacramento Valley Water Management Program — selected SRSCs, Reclamation, and
California Department of Water Resources (DWR)

As noted above, these projects and activities are described in the Draft EIS. However, in
response to the Reclamation CVP-OCAP Biological Assessment, National Oceanic and
Atmospheric Administration-Fisheries (NOAA-Fisheries) has issued a Biological Opinion
outlining the effects of operating the CVP on threatened and endangered fish. This
NOAA-Fisheries Biological Opinion is included, in its entirety, as Appendix B to this Final
EIS. Additionally, the USFWS Biological Opinion is included as Appendix A to this Final
EIS. The NOAA-Fisheries Biological Opinion on the CVP-OCAP is of special concern
because it directly addresses operations of Shasta Reservoir and releases to the Sacramento
River, two issues of particular relevance to the SRSCs. Additional explanation of the
relationship between this Final EIS and the NOAA-Fisheries Biological Opinion on the
CVP-OCAP is presented in Thematic Response No. 7. Additionally, Reclamation has
undertaken project-specific Endangered Species Act (ESA) consultation for this action with
both NOAA-Fisheries and USFWS. The ESA consultation has included informal consulta-
tion on the potential effects to listed species, formal consultation and analysis, and a
determination by Reclamation that the proposed action will not have a significant impact to
listed species and/or critical habitat. Formal Biological Assessments were prepared by
Reclamation and transmitted to NOAA-Fisheries on April 28, 2004 and USFWS on April 13,
2004. The ESA consultation will be completed prior to the signing of the Record of Decision.
The results of both consultation processes will be available to the public when they are
complete.
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CHAPTER 2
THEMATIC RESPONSES TO DRAFT EIS COMMENTS

SUMMARY OF COMMENT PROCESS AND APPROACH

The Draft EIS was available for public review between October 1, 2004 and

November 15, 2004. A public hearing on the document was held October 27, 2004, in
Willows, California. Comments received on the Draft EIS have been carefully documented
and considered for relevance to the EIS. In cases where commentors have identified
shortcomings of the Draft EIS, corrections to the draft have been made and are detailed in
Chapter 4. Responses have been provided for all comments on the EIS. Comment letters and
the transcript from the public hearing have been reproduced in Chapter 3.

Several commentors raised issues or concerns that were shared, in part, by other commentors.
Eight thematic responses have been prepared to provide comprehensive responses that allow
for a more complete explanation of the rationale or process behind explanations. In most
cases, individual responses were prepared for comments in addition to the more general
response given by the thematic responses.

THEMATIC RESPONSES TO COMMON ISSUES

Eight thematic responses are presented below to provide comprehensive responses to com-
mon issues raised by commentors. These thematic responses allow for more complete
responses to individual comments. Thematic responses were prepared for the following areas:

1. History of Settlement Contracts

- Nature of Original Dispute between Reclamation and Contractors
- Brief Overview of Senior Status of Contractors
- Benefits of Settlement Contracts with Regard to River Operations

2. Relationship of Settlement Contracts to CVPIA and CALFED

- CVPIA (CVPIA language regarding 25-year terms, tiered pricing)
- CALFED

3. Water Needs Assessments

- Water Needs Assessment
- Historical Use
- Water Conservation

4. Administrative Process

- Ability-To-Pay
- Rationale for not Extending Comment Period

December 2004 2-1 Final SRSC EIS
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CHAPTER 2 THEMATIC RESPONSES TO DRAFT EIS COMMENTS

5. Summary of Incremental Impacts

- Comparison of No Action Alternative and Alternative 1: Preferred
Alternative — Negotiated Contract

— Alternative Impact Determination

6. Water Transfers
- General Overview of Water Transfers
- Water Transfers and CVPIA

7. Relationship between NOAA-Fisheries Biological Opinion on the CVP-OCAP and the
Settlement Contracts

8. SRSC Efforts to Promote Fish Passage and Survivability

1. History of Settlement Contracts

Nature of Original Dispute between Reclamation and Contractors

In the 1930s, before the CVP was constructed, it was anticipated there would be water rights
disputes regarding the operation of Shasta Dam between Reclamation and those holding
direct diversion rights on the Sacramento River. This proved to be true and led to over

20 years of negotiations, protracted technical studies, and hearings by the State of California
and Congress, and eventually required the intervention of representatives of the Secretary of
the Interior to resolve.

Prior to construction of Shasta Dam in 1944, the Sacramento River had no significant storage
on the system. Those water users diverting water from the Sacramento River before construc-
tion of Shasta Dam had to rely on the natural, uncontrolled flow of the river. The water rights
held by the water users who diverted from the Sacramento River included pre-1914
appropriative water rights, post-1914 appropriative rights, and riparian rights. In addition, 34
water users diverted from the Sacramento River under other claimed water rights. The water
rights held by many users on the Sacramento River are generally rights that are senior to
those of Reclamation for the CVVP. However, some of these rights are junior to Reclamation’s
rights in terms of actual date of priority (1927 and 1938) and even junior to the date of Shasta
Dam completion (1944). These rights provide for the direct diversion of water from the
Sacramento River; they are not rights to store water. Thus, those water users were dependent
on the natural flow in the river and had to share that water according to the priority of their
water right. At certain times of the year (primarily the summer months), water was generally
not available to meet all of the needs of the water right holders along the Sacramento River.

Since 1944, the Sacramento River has been regulated by the operation of Shasta Dam and
Reservoir. The diversions along the river increased dramatically over the 20-year period
between the initial operation of Shasta Dam and Settlement Contract execution. A portion of
the water diverted was released from CVP storage. In 1944, negotiations were initiated to
require diverters to pay for CVP benefits. Within 2 years, the negotiations failed because of
the numerous water users involved and the complex nature of the alleged water rights of
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CHAPTER 2 THEMATIC RESPONSES TO DRAFT EIS COMMENTS

those users. Thereupon, Reclamation undertook comprehensive studies to catalog and
evaluate the claimed water rights. These studies involved cooperative arrangements with the
state and were considered essential in the event that the complex water right questions were
settled by litigation or agreement.

The operation and management problems of the CVVP were being brought with increasing
frequency to the attention of Congress, who responded in 1951 by convening a special
Congressional subcommittee on Irrigation and Reclamation. This subcommittee recom-
mended that a “monstrous lawsuit should be avoided, and a practical operating agreement
(between Reclamation and the water users) should be obtained.” In response to this report,
Reclamation and the Sacramento River and Delta Water Association, in cooperation with the
State of California, entered into an agreement in 1952, to establish a procedure to determine
the rights of the users and of the CVP. The process of determining these rights became
known as the 1956 Cooperative Studies.

The 1956 Cooperative Studies quantified the amounts of water each SRSC diverted in each
year between 1924 and 1954. These studies determined the average monthly water supply
available for the satisfaction of each water right entitlement and were used in determining
Base Supply and Project Water in the Sacramento River contracting program. Each SRSC’s
average deficiency (the difference between the SRSC’s full demand and the amount available
under their rights from natural flow) was established. In dry years, a SRSC would have less
water available under its rights than in wet years. Correspondingly, in dry years, the SRSC
would need more Project Water than in wet years. The contract quantities are an average of
the Base Supply and Project Water for all the years covered by the 1956 Cooperative Studies.

Negotiations with the Sacramento River diverters resumed in 1960, and most contracts were
executed during 1964. These contracts met many of the needs of both parties. Although the
SRSCs were unable to receive the full amount of their claimed water rights, they did receive
the benefit of the certainty and reliability of flow provided by the operation of the CVP.
Reclamation obtained a greater certainty as to operation of the CVP, particularly during
critically dry years.

Brief Overview of Senior Status of Contractors

A water right does not have to be adjudicated to be valid. The major contractors have riparian
rights, pre-1914 appropriative rights, or permits or licenses for appropriation issued by the
State Water Resources Control Board.

These contracts were negotiated over a period of more than 20 years with the premise that a
negotiated settlement was preferable to a general stream adjudication. The CVP is operated
on the basis that the SRSCs do not use all of their contract supplies in some years and that
water is used to meet other CVVP-authorized purposes. Key provisions of the existing
contracts, such as requiring the Contracting Officer’s approval before water is transferred or
before the contractor changes its service area, have been retained. These provisions will
assure that other users are not negatively impacted.

Some press reports have claimed that Reclamation is delivering water for “free” to certain
users. Reclamation does not deliver water for “free.” Reclamation charges for the stored
water that it makes available under its water right, but cannot, and does not, charge for the
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CHAPTER 2 THEMATIC RESPONSES TO DRAFT EIS COMMENTS

water to which it has no right. Simply put, Reclamation cannot charge for water that was not
developed by the CVVP or made available as a result of the CVP. Under the settlement agree-
ments, cities, districts, companies, and individuals divert water out of the Sacramento River
or its tributaries under their own state water rights, which in many instances predate the CVP,
without charge, but pay Reclamation for the stored water that they divert.

Benefits of Settlement Contracts with Regard to River Operations

In most respects, a CVVP water service contractor’s rights to water derive from Reclamation’s
water rights obtained from the state. Conversely, the SRSCs’ rights to water arise out of their
state-perfected water rights that exist independent of Reclamation. In some respects,
Reclamation’s rights are therefore based on the SRSCs’ underlying water rights and the
SRSCs’ willingness, under the terms of the Settlement Contracts, to settle or compromise
those underlying rights to resolve water rights protests and thereby enhance the viability of
the CVP.

The Settlement Contracts have not only facilitated agricultural practices in the Sacramento
Valley, important to the preservation of fish and wildlife habitat, but also have allowed the
transfer of water to urban communities. The renewal of these Settlement Contracts, on
substantially the same terms that have existed since 1964, provides Reclamation with an
extraordinary opportunity to pursue and achieve its stated goals in a manner consistent with
the congressional mandates.

2. Relationship of Settlement Contracts to CVPIA and CALFED

Some concerns have been raised regarding provisions of the CVPIA and CALFED in relation
to renewal of the Settlement Contracts. In some cases, there is confusion about the various
types of water supply arrangements accommodated by Reclamation, and the ways in which
CVPIA and CALFED apply to those arrangements. Following is an explanation of the
relationship between renewal of the Settlement Contracts and CVPIA and CALFED.

CVPIA

The CVPIA affected the operations of the CVP by adding considerations that had been
previously omitted or marginalized. Reclamation’s narrative history of the CVP
(http://www.usbr.gov/history/projhist.htm) states:

President George Bush signed the bill as part of the Reclamation Projects
Authorization and Adjustment Act of 1992, over the objections of California
Governor Pete Wilson and Central Valley legislators. Environmentalists considered
the act a victory, while California agricultural leaders considered it a disaster. The
CVPIA reallocated 800,000 acre-feet of CVP water (600,000 in dry years) from
Valley farmers toward the restoration of Central Valley fisheries. CVPIA limited
renewed agricultural water contracts to twenty-five years with no long-term renewals.

In effect, the CVPIA added requirements to CVP operations on top of existing operations for
flood control, water quality operations, water deliveries, and power production. This created a
complex set of rules and requirements for the water system that is documented in the CVP-
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OCAP; see Appendix C to this Final EIS. Many of the operational details that resulted from
the CVPIA are still being negotiated and litigated.

Of particular relevance to this EIS are the terms within CVPIA relating to contract renewal.
The CVPIA expressly distinguishes Settlement Contracts from “CVP water service
contracts” or “repayment contracts.” The CVPIA provides definitions for both water service
contracts and repayment contracts. The CVPIA also includes a definition for the phrase
“Central Valley Project water,” which means:

All water that is developed, diverted, stored or delivered by the Secretary in
accordance with the statutes authorizing the Central Valley Project and in accordance
with the terms and conditions of water rights acquired pursuant to California Law.
CVPIA § 3403(f).

This definition includes all water to which Reclamation holds a legal right, pursuant to its
applications, permits, and licenses for the operation of the CVP. This does not include the
water rights of the SRSCs, most of which are senior to those of the CVVP. Contractors that are
supplied with CVP water are addressed in Section 3404(c) of the CVPIA, which deals
specifically with the renewal of existing long-term “repayment or water service contracts.”

Additional provisions of the CVVPIA relate to conservation mandates for water contractors.
The proposed Settlement Contracts include detailed conservation language, consistent with
the applicable provisions in the CVPIA. Specifically, under the Water Conservation provision
of the contracts:

Prior to the diversion of Project Water, the Contractor shall be implementing an
effective water conservation and efficiency program based on the Basin-Wide Water
Management Plan and/or Contractor’s water conservation plan that has been
determined by the Contracting Officer to meet the conservation and efficiency criteria
for evaluating water conservation plans established under Federal law. The water
conservation and efficiency program shall contain definite water conservation
objectives, appropriate economically feasible water conservation measures, and time
schedules for meeting those objectives. Continued diversion of Project Water
pursuant to this Settlement Contract shall be contingent upon the Contractor’s
continued implementation of such water conservation program.

Renewal of the Settlement Contracts is consistent with the terms and provisions outlined
under the CVPIA. However, it is common for commentors to mistake CVVPIA provisions
relating to other types of contracts (i.e., water service contracts or repayment contracts,
sometimes referred to as 9(e) contracts) as relating to all types of CVVP water contracts. This
is not the case. The CVPIA specifically recognizes the different classifications of water
contracts and outlines requirements and provisions that relate to specific types of water
contracts.

The existing Settlement Contracts provide for a 40-year term of contract, and for renewals
thereof in addition to conversion to a 9(d) repayment-type contract pursuant to the 1939 Act.
The renewal contracts retain a term of 40 years, with the ability to convert to a 9(d)
repayment contract at some point. This term is consistent with current Reclamation policy

December 2004 2-5 Final SRSC EIS
RDD/043270002 (CAH2882.doc)



CHAPTER 2 THEMATIC RESPONSES TO DRAFT EIS COMMENTS

because the Settlement Contracts were negotiated pursuant to Section 14 of the 1939 Act.
Therefore, the provision in Section 3404(c) limiting the term of repayment and water service
contracts to a period not to exceed 25 years does not apply to the Settlement Contracts.

Congress’ specific intent to exempt the Settlement Contracts from various portions of the
CVPIA was clearly expressed on the floor of Congress by former Representative Vic Fazio, a
participant in the development of the CVPIA. Mr. Fazio noted that “the bill [CVPIA]
specifically exempts all [Sacramento River] settlement . . . contract water. These contractors
have a prior right to the water they receive. They were entitled to this water before the project
was constructed, or have developed water rights independent of the project. They are held
harmless from the imposition of any new requirements, and that is appropriate given the
seniority of their water rights” (Congressional Record-House October 5, 1992 at 11515-
11516).

The Secretary of the Interior has the authority to enter into contracts, such as these, under
Section 14 of the 1939 Act to settle water rights disputes. These contracts were the result of a
protracted water rights dispute. The fact that water furnished under them is used for irrigation
purposes, and that the SRSCs pay for the Project Water portion of their contract quantities,
does not make them water service or repayment contracts.

It was suggested that the CVPIA’s tiered pricing mechanism be applied to the Settlement
Contracts. However, these provisions only apply to repayment contracts or water service
contracts and not to Settlement Contracts. CVPIA Section 3405(d), which sets forth the tiered
pricing requirements, is specifically limited to “Central Valley Project water service or
repayment contracts for a term longer than three years . . ..”

The SRSCs pay for Project Water at CVP rates. Under the take-or-pay provisions of the new
proposed Settlement Contracts, they will pay for 75 percent of CVP water regardless of
whether they take that water or not. Thus, some SRSCs may actually overpay for Project
Water in any given year. Moreover, SRSCs will have to pay for past operation and
maintenance deficits by the year 2030 as mandated by federal law.

Reclamation and the contractors have also agreed that “take-or-pay” (a concept no longer
imposed at all on CVP water service contractors) will only apply to the first 75 percent of
their Project Water. This figure is in line with the contractor’s historical use of their Project
Water. Amounts over 75 percent will be paid for on an as-delivered basis. Finally, the
contract contains a provision that will allow a contractor to elect to reduce the amount of
Project Water it will take in any year. These measures provide significant incentives for water
conservation. Tiered pricing and the requirement that the contractors be charged for water
actually delivered applies only to water or repayment service contracts. Reclamation
disagrees with the assertion that the Settlement Contracts are water service or repayment
contracts.

CALFED

Commentors have expressed concern that commitments included in the Settlement Contracts
will upset the balance achieved in the CALFED Record of Decision. This is not the case. It is
important to note that the CALFED Record of Decision is a comprehensive document that
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includes consideration of a number of ongoing projects and processes, including the
following:

e American River Water Resource Investigation
e American River Watershed Project

e CVPIA (Ecosystem Restoration, Water Transfer, Water Use Efficiency, and Water
Quality Programs)

e Contra Costa Water District Multi-Purpose Pipeline Project
e Delta Wetlands Project (Ecosystem Restoration Program)

e Hamilton City Pumping Plant Fish Screen Improvement Project (Ecosystem Restoration
Program)

e Interim South Delta Plan (Conveyance Element)

¢ Montezuma Wetlands Project (Ecosystem Restoration Program)

e Pardee Reservoir Enlargement Project

e Red Bluff Diversion Dam Fish Passage Program (Ecosystem Restoration Program)
e Sacramento River Flood Control System Evaluation (partial)

e Sacramento Water Forum Process (Ecosystem Restoration Program)

e Trinity River Restoration Program (proposed flows are included in modeling assumptions
for the Preferred Alternative)

e East Bay Municipal Utility District Supplemental Water Supply Project
e Sacramento County Municipal and Industrial Water Supply Contracts

e Urbanization (future population growth is included in modeling assumptions for the
Preferred Alternative)

e West Delta Water Management Program (Ecosystem Restoration Program)
e Sacramento River Conservation Area Program (Ecosystem Restoration Program)

Clearly, CALFED has included consideration of a wide range of efforts including many
interests across many geographic reaches. It is notable that renewal of the Settlement
Contracts is consistent with the CVPIA, which is specifically included in the projects
considered under CALFED.

3. Water Needs Assessment

Water Needs Assessments
Water Needs Assessments conducted in support of the SRSC contract renewal process served
to evaluate past beneficial use of contract water supplies; provided water demand and supply
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information under current and future conditions; and provided an estimate of contractor-
specific needs for the contract water supplies by the year 2020.

Water Needs Assessments were prepared for the20 contractors that had more than

2,000 irrigable acres (agricultural) or allocated more than 2,000 acre-feet of water (municipal
and industrial). Those 20 contractors account for approximately 94 percent of the total water
diverted by the SRSCs. Eighteen of twenty Water Needs Assessments showed that the
contractors had a future need for their existing contract supply.

If a contractor’s supply exceeded demand, but was within 10 percent for contracts in excess
of 15,000 acre-feet or 25 percent for contracts equal to or less than 15,000 acre-feet, then the
test of full future need of the water supplies was deemed to be met. The contract amounts for
ACID and SWMC were reduced based upon Reclamation’s Water Needs Assessments for
these contractors.

Projections of irrigated acreage in the year 2020 are estimates. Individual contractors have the
best insight into the factors affecting future land uses that are required to estimate these
quantities. Cropping patterns do and will continue to change, and it is presumptuous to
believe the contractors should not plan to irrigate the land in their service areas when the
economic opportunities arise. Reclamation accepts the contractor’s estimates so long as the
contractor’s projections of irrigation demand is consistent with total irrigated acreage
(accounting for potential areas of double cropping).

Reclamation did consider other water sources during the preparation of Water Needs
Assessments for water service contractors. However, as explained in Thematic

Response No. 1, the Settlement Contracts are different from water service contracts.
Reclamation does not have the authority to require the contractors to pump groundwater
instead of using their full contract quantities. These contracts were negotiated to settle
disputes over the respective rights of the contractors and the United States. The contractors’
use of water during the contract period is not to be used as a reference to how the contractors
would have used the water under their water right(s). It should be assumed that the
contractors would have exercised due diligence to fully protect or prove their water rights.
Existing language in the Settlement Contracts provides that the contractors’ water use during
the term of the contract cannot be construed as an admission that such water use was not
water it would have been entitled to under their water rights.

The Water Needs Assessments take into account the variations in water quality of the
irrigation water. Water use efficiency is estimated as 80 percent if water quality is a concern
(i.e., applied water is of lower quality) and 85 percent for other, higher quality sources.

Historical Use

Several commentors have focused on diversions by certain SRSCs during the 1997 to 2001
period as a basis for alleging that the SRSCs’ might not reasonably and beneficially use the
proposed contract totals in future years. Reclamation has reviewed these comments and
concludes that use of the average recent diversions is inaccurate and inappropriate for the
purposes of conducting Water Needs Assessments for long-term contract renewals. Focusing
on recent average diversions, particularly during the 1997 to 2001 period, is inappropriate for
at least the following reasons:
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1. Use of an average diversion is inconsistent with the development of water right quantities
by the State Water Resources Control Board, Division of Water Rights.

2. Recent diversions from the Sacramento River have been reduced because of fishery
protection. As improvements to diversion facilities have taken place since 2001, such as
fish screens on the GCID diversion facility, increased diversions have occurred and likely
will continue.

3. Using recent reduced diversions, to establish a contract quantity, might result in impacts
to other areas that have relied on the tailwater from upstream irrigation, or result in forced
and unmanaged groundwater use.

4. The use of recent diversions incorporates the past conservation, including reuse, shorter
varieties of rice, laser leveling of fields, and other technological advances. These
advances are recognized as conservation measures, and the conserved water is recognized
as beneficial use under a water right.

5. The sum of the individual maximum year of diversions for each of the larger SRSCs
exceeds the sum of the proposed contract quantities by approximately 4 percent.

6. The use of the average recent diversions is inappropriate because of the inability for
agricultural water users to operate to a precise number because of numerous variables,
including weather and other factors outside of their control.

7. Most of the larger SRSCs are irrigation districts or mutual water companies. These
contractors do not have the ability or authority to dictate cropping patterns within their
service areas. Cropping patterns are influenced by commodity prices and world markets
beyond the control of the contractors. Because of these influences, water needs in any
year may be higher or lower than some average period.

8. The SRSCs have implemented measures, such as the reuse of water, and other tools that
have allowed them to reduce diversions from the Sacramento River; which is a benefit to
the overall system. However, it is important to note that historically, the SRSCs have
used their full contract amount, and retain the ability to divert full contract amount even
with the implemented system improvements. Periodic use of full contract amounts may
be necessary because of crop rotation, unusual weather patterns, or other occurrences
typical to agricultural operations.

9. Many SRSCs are only recently dealing with the increased need for water to decompose
rice straw. This is a new need for water that has generally occurred after the 1997 to 2001
period used by the commentors.

Water Conservation

The Settlement Contracts require that a contractor implement an effective water conservation
and efficiency program based on the Basinwide Water Management Plan or the contractor’s
water conservation plan and meet the conservation and efficiency criteria established under
federal law. The contractor’s water conservation and efficiency program must contain
definite conservation objectives and time schedules for meeting those objectives. The con-
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tract requires the contractor to report the status of its implementation of its plan, and at 5-year
intervals, the plans must be revised to meet then-current conservation and efficiency criteria.

The argument for water conservation is valid, but it needs to be recognized that the SRSCs
are facing significant increases in the cost of CVP water under the renewal contracts. Pricing
is the driving force to achieve water conservation. No longer will the SRSCs have a fixed rate
at $2.00 per acre-foot. They will now have to pay an annually adjusted cost-of-service rate
that is 7 to 8 times higher, on average. In addition, they have to pay an annually adjusted
Restoration Fund charge (pursuant to the CVPIA) of approximately $8.00 for each acre-foot
of CVP water diverted. Also, Reclamation and the SRSCs have agreed that the SRSCs will
pay a fee equal to 50 percent of the storage operation and maintenance and capital cost
components to reschedule Base Supply water into the months of June, July, August,
September, or October.

Reclamation and the contractors have also agreed that take-or-pay will only apply to the first
75 percent of their Project Water. This figure is in line with the contractor’s historical use of
their Project Water. Amounts over 75 percent will be paid for on an as-delivered basis.
Finally, the contract contains a provision that will allow a contractor to elect to reduce the
amount of Project Water they will take in any year. These measures provide significant
incentives for water conservation. Tiered pricing and the requirement that the contractors be
charged for water actually delivered applies only to 9(e) contracts. Reclamation disagrees
with the assertion that the Settlement Contracts are 9(e) contracts.

Generally, many water conservation measures that could be taken on the Sacramento River
have only limited economic practicality. Many SRSCs have indicated that they cannot
implement additional conservation without substantial (or perhaps total) outside funding. In
addition, because most of the “losses” return back to the system, downstream users are not
necessarily adversely affected if the SRSCs do not reduce those losses. However, it is
acknowledged that reducing losses, or increasing efficiency, can result in lower diversions
from the river, and there are certain benefits associated with lower diversions.

4. Administrative Process

Ability-To-Pay

The Settlement Contracts provide for cost-of-service water rates for CVP water that are
adjusted annually and are calculated to provide for repayment by 2030, of those plant-in-
service costs that existed at the end of fiscal year 1980. On average, the rates for CVP water
will increase from $2.00 per acre-foot under the existing Settlement Contracts to $18.00 per
acre-foot under the renewal Settlement Contracts, plus an additional charge for the
Restoration Fund, currently approximately $8.00 per acre-foot.

Interest-free capital and ability-to-pay relief were not appropriate points of negotiation in the
renewal CVP water service contracts or Settlement Contracts. These two concepts have been
basic tenets of Reclamation law since its inception. Specifically, since the original 1902
Reclamation Project Act, Congress has mandated that costs associated with irrigation water
be repaid without interest. Congress has reaffirmed this principle in many major bills
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addressing the Reclamation program up through and including the Reclamation Reform Act
of 1982 and the CVPIA.

Recognizing the need to balance the repayment obligations for a project equitably among the
various users of services provided by the project, the concept of “ability-to-pay” has been
embedded in Reclamation law for at least 80 years'. Section 3407(d)(2)(A) of the CVPIA
further extends the ability-to-pay relief to CVP irrigators’ Restoration Fund charges if the
Secretary of the Interior finds that such relief is necessary to reduce the charge “to an amount
within the probable ability of the water users to pay.” This direct application of ability-to-pay
concepts to a charge unique to the CVP is consistent with the original Congressional
authorization of the project in the Rivers and Harbor Act of 1940 (54 Stat. 1198). Congress
declared, among other things, that the generation and sale of electric energy would be a
means of financially aiding and assisting the other undertakings of the CVP, including flood
control, navigation, and storage and delivery of water.

Consistent with the CVPIA, other Reclamation law, and Reclamation policy, Reclamation
has completed ability-to-pay analyses. In addition, Reclamation updates those analyses every
5 years. It should be noted that under provisions of the Reclamation Reform Act requiring
that rates at least equal to the operation and maintenance costs of the project be charged, an
ability-to-pay analysis cannot result in the delivery of water for less than those operation an
maintenance costs. Ability-to-pay adjustments can apply only to capital charges, and, in the
case of the CVP, to Restoration Fund charges. As stated in the congressional authorization of
the CVP, the generation and sale of electric energy provides the funds to pay charges from
which irrigators are relieved. Therefore, although some water contractors receive ability-to-
pay relief, all existing CVP capital costs allocated to water supply functions will be recovered
during the Congressionally mandated CVP repayment period, and all Restoration Fund
charges are collected under a similar time frame.

Rationale for not Extending Comment Period

Section 9 of the Reclamation Project Act of 1939 (43 U.S.C. 485h) was amended by

Section 226 of the Reclamation Reform Act of 1982 (43 U.S.C. 390aa) that requires a 60-day
public review and comment period before entering into any new or amended contract for the
delivery of irrigation water.

Letters were received requesting the public comment period be extended and public work-
shops be conducted pending receipt of the NOAA-Fisheries Biological Opinion on the CVP-
OCAP, so the public would have an opportunity to concurrently review the environmental
documents and the proposed contracts. Reclamation declined to extend the comment period
because the Biological Assessments for the operation of the CVP as a whole, and renewal of
the Settlement Contracts in particular, and the Draft EIS were all available during the public
review period of the Draft EIS. In addition, the overall CVP-OCAP Biological Assessments
were available via Reclamation’s Central Valley operations office for some months before
the Draft EIS was released. Thus, there has been ample time to review the environmental

1. ..the Secretary is authorized to fix different construction charges against different classes of land under the same project
for the purpose of equitably apportioning the total construction costs so that all lands may as far as practicable bear the burden
of such costs according to their productive value” (43 USC Sec. 462). Similar references to ability-to-pay appear in 43 USC Sec.
485b-1; 43 USC Sec. 485h; and 43 USC 485h-1.
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analyses that will be considered by decisionmakers. Should a Biological Opinion differ from
the analyses and conclusions set forth in Reclamation’s documents, the effect can be
expected to constrain rather than expand the options. Thus, Reclamation’s analyses represent
the maximum environmental change to be expected, and therefore, the public has been fully
informed of what changes might be. Actual changes will be equal to or less than those
predicted, and the Biological Opinion is therefore not required to obtain a sense of what the
implications of the proposed action would be.

Moreover, Reclamation is committed to an open and full process for public input; and
consistent with that approach, contract negotiations have been held in public and have
included an opportunity for public comment at each session. To date, more than 190 such
sessions/workshops have been open to the public. Reclamation has also maintained an
extensive web site to inform the public of the status and content of contract negotiations,
located at www.usbr.gov/mp/cvpia/3404c/index.html, and has posted the relevant
environmental documents.

5. Summary of Incremental Impacts

Concerns have been raised regarding the descriptions of impacts under the Preferred
Alternative. This thematic response summarizes the differences (and similarities) between the
No Action Alternative and Preferred Alternative as well as the assumptions inherent in
determining potential impacts from implementing the Preferred Alternative.

Comparison of No Action Alternative and Alternative 1: Preferred Alternative —
Negotiated Contract

Table 2 summarizes the No Action Alternative and Alternative 1: Preferred Alternative —
Negotiated Contract. Table 2 consists of five discussion rows, including Total Contract
Amount, Shortage Provisions, Contract Period, Rescheduling of Base Supply and Project
Water, and Water Conservation. This table outlines the two alternatives for comparison
pUrposes.

TABLE 2

PROVISIONS INCLUDED IN NO ACTION (EXISTING SETTLEMENT CONTRACT)
AND PREFERRED ALTERNATIVE (NEGOTIATED CONTRACT)

No Action — Existing Settlement Alternative 1: Preferred Alternative —

Provision Contract Negotiated Contract
Total Contract Amount 2,316 KAFY 2,227 KAFY
Shortage Provisions Reductions of 25 percent in Reductions of 25 percent in deliveries

deliveries during critical years only during critical years only
Contract Period 40 years 40 years

Rescheduling of Base Supply  Permitted without cost within critical ~ Fee for the rescheduling of Base Supply
months or into non-critical months during critical months or into non-critical
months, except April and May, in
excess of the monthly quantity shown in
Exhibit A of each SRSC’s contract

Water Conservation Cost-effective Best Management Program based on the Best Water
Practices that are economical and Management Practices and/or the
appropriate, including measurement  SRSC'’s water conservation plan that
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TABLE 2

PROVISIONS INCLUDED IN NO ACTION (EXISTING SETTLEMENT CONTRACT)
AND PREFERRED ALTERNATIVE (NEGOTIATED CONTRACT)

No Action — Existing Settlement Alternative 1: Preferred Alternative —

Provision Contract Negotiated Contract
devices, pricing structures, demand  has been determined by the Contracting
management, public information, Officer to meet requirements under
and financial incentives federal law, which allows the SRSC to

reduce the amount of Project Water for
which payment is required under Article
8(a) Settlement Contract

Alternative Impact Determination

In determining the environmental impacts of the No Action Alternative and the Preferred
Alternative, it was necessary to make basic assumptions regarding secondary effects. The
following assumptions are outlined to provide a clear explanation for the finding of no
environmental impacts associated with either the No Action Alternative or the Preferred
Alternative.

In all but two cases (ACID and SMW(C), contract amounts remain unchanged; therefore,
typical water use among the districts would also remain unchanged. Contract reductions for
ACID and SMWC were based on Reclamation’s needs analyses, whereby water needs were
evaluated according to irrigated acreage and crop patterns that represent typical district
operations. Reclamation has determined that because these analyses are based on historical
data of actual use, it is reasonable to assume that operations would be unchanged under
reduced contract totals, given that contract reductions for ACID and SMWC result in
matching water needs with actual use. Therefore, there is no assumed on-field change
between current and revised contract totals. Some SRSCs disagree with the assumptions used
in the needs analysis; however, all parties have agreed on the final contract amounts.

The second assumption necessary to assess impacts is how SRSCs would respond to drought
conditions. Under the existing contract (i.e., the no action condition), SRSCs are subject to a
25 percent reduction in critical years. On the basis of input from the SRSC representatives, it
was determined that in critical years, districts and member farmers turn to short-term supplies
for water; typically increased use of groundwater and drainwater. Using this information,
there are no anticipated impacts for Alternative 1 during drought conditions because the
definition of critical years and the application of a shortage provision are the same as under
the No Action Alternative.

Assessing impacts outside the SRSCs also requires basic assumptions about drought
operations. As noted previously, Alternative 1 is identical to the No Action Alternative in
terms of drought-year frequency; therefore, operations would remain unchanged and no
impacts would occur.

In summary, the No Action Alternative is identical to the existing conditions and therefore
would not affect resources associated with the SRSCs. Additionally, because Alternative 1,
the Preferred Alternative, is essentially a continuation of existing conditions, no
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environmental effects are associated with the Preferred Alternative and, therefore, can be
considered to be environmentally superior to the other action alternatives.

6. Water Transfers

Several commentors expressed concern regarding the potential transfer of SRSC water to
other entities. Specifically, commentors suggested that SRSCs stood to receive monetary
gains through the sale or lease of water and that such gains were inconsistent with the public
interest. To the contrary, water transfers are generally considered a mechanism to facilitate
the efficient use of water. If SRSCs were unable to derive an economic benefit from water
transfers, there would be no incentive for them to facilitate water transfers. In fact, important
language in the CVPIA attempted to facilitate water transfers, recognizing the potential
environmental and social benefits of water transfers. The CVPIA transfer provisions build on
California law that similarly states the desirability of water transfers. Moreover, because of
the complex nature of water transfers, there are misperceptions about the actual monetary
gains that may be obtained through water transfers.

General Overview of Water Transfers

Water rights are governed by state law, which in California, includes many complex provi-
sions regarding seniority, use, and transfer. Under this system, ownership of water is separate
from the ability to use water. Under state law, water is owned by the citizens of the state, but
the right to divert and use water is the property of water rights holders. Technically, it is the
ability to use water in a particular location that is transferred for use in another discrete
location. Water transfers typically involve the temporary lease of the right to use water in
exchange for a fee. In simple terms, the increased use of water by the “buyer” is offset by the
reduction in use by a water rights holder, the “seller.”

In practice, water transfers are complex. First, water rights holders must establish that they
are using water beneficially. Beneficial use includes application as irrigation, provision of
municipal or industrial water, recreational use, and wildlife habitat, among other uses. In the
case of SRSCs, water use is variable, driven by climatic, market, and seasonal factors. For
example, water demand for agriculture increases in drought years because drought years are
generally hotter than wet years, thus requiring more water for crop production. Furthermore,
market prices for various farm commodities affect cropping decisions by various farmers and
can change the amount and timing of water demand.

Once the beneficial use of the water right holder is established, potential water transfers are
subject to review for impacts to third parties and the environment. This review can also be
complex because of the numerous water right holders in California (potential “third parties”)
and the environmental sensitivity of water itself. SRSC contract provisions regarding water
transfers are consistent with both state and federal law. Transfers of CVP water must be
approved by Reclamation in accordance with statutes and Reclamation’s transfer guidelines.
This provides review of transfers to assure that impacts to the environment and third parties
are taken into account.

In recent years, water transfers have attracted increasing interest, usually for transactions
directly between agricultural and municipal water users. Sometimes the transactions are
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proposed by private firms looking to capitalize on the potential market for water. In basic
terms, the interest in water marketing is directly related to typical costs for water use in
agricultural settings versus municipal settings. Agricultural water is less expensive than
municipal water, which, when coupled with challenging economic conditions for farmers,
provides the incentive for agricultural users to transfer water to municipal users. However,
because of the complicated and unpredictable nature of water transfers, the transaction costs
of regulatory approval, analysis, and monitoring can also be very high

More specific information regarding water transfers can be found on the State Water
Resources Control Board web site at http://www.waterrights.ca.gov/watertransfer/.

Water Transfers and CVPIA

Prior to the CVPIA, there was no authority for the transfer of CVP water. Under the CVPIA,
transfers outside of the basin are limited to historical use [Section 3405(a)(1)(A)] and
consumptive use [Section 3405(a)(1)(1)]. Under CVPIA Section 3407(d)(2)(A), transfers to
non-CVP contractors carry an extra $25.00 per acre-foot assessment for the Restoration Fund.
Parties involved in transfers are free to negotiate prices at market rates.

The aforementioned CVPIA provisions were highly praised by the authors of the legislation
and a variety of business, environmental, urban media, and municipal water organizations.
Both state and federal law strongly encourage water transfers. Transferors are protected by
state and federal law from after-the-fact assertions that transfers are evidence of a lack of
need for the water transferred. Transfers of Base Supply must be accomplished in accordance
with state law. All potential transfers would be subject to the requirements of both the
California Environmental Quality Act and NEPA and undergo separate environmental
review.

7. Relationship between NOAA-Fisheries Biological Opinion on the
CVP-OCAP and the Settlement Contracts

Several commentors provided comments on the relationship between the NOAA-Fisheries
Biological Opinion on the CVP-OCAP consultation under the Endangered Species Act,
which specifically addresses winter- and spring-run Chinook salmon, and the renewal of the
Settlement Contracts. Specifically, several commentors associated aspects of the CVP-OCAP
process with the Settlement Contract renewals that are not related to the Settlement
Contracts. Examples include proposed operations of Red Bluff Diversion Dam, flow releases
on the Trinity River, and changes in pumping capacity at state and federal pumping facilities
in the Bay-Delta, among others.

It is important to recognize the administrative relationship between the overall CVP-OCAP
consultation process and the Settlement Contract renewals. The CVP-OCAP consultation
process included preparation of four primary documents:

1. Long-Term CVP-OCAP Project Description, outlining the operations of the state and
federal water projects. This document is included as Appendix C to this Final EIS.
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2. Reclamation Long-Term CVP-OCAP Biological Assessment, outlining Reclamation’s
assessment of the biological implications of operating the state and federal water projects.
This document is not reproduced as an appendix to this Final EIS.

3. USFWS Biological Opinion on the CVP-OCAP, outlining USFWS’s conclusion
regarding impacts to threatened and endangered species from operation of the state and
federal water projects. This document is included as Appendix A to this Final EIS.

4. NOAA-Fisheries Biological Opinion on the CVP-OCAP, outlining NOAA-Fisheries’
conclusion regarding impacts to threatened and endangered species from operation of the
state and federal water projects. This document is included as Appendix B to this
Final EIS.

In basic terms, the description of operations in the CVP-OCAP Project Description
(Document 1, above) forms the basis for Reclamation’s CVP-OCAP Biological Assessment
(Document 2, above), which outlines Reclamation’s analyses regarding likely impacts to
threatened and endangered species. The USFWS Biological Opinion on the CVP-OCAP
(Document 3, above) and the NOAA-Fisheries Biological Opinion on the CVP-OCAP
(Document 4, above) essentially respond to Reclamation’s CVP-OCAP Biological
Assessment, finalizing the impacts and outlining required conditions for operating the
system. Both Biological Opinions conclude that operation of the system as proposed by
Reclamation will not jeopardize the continued existence of threatened or endangered species.

Delivery of water to the SRSCs is a part of the overall operations of the CVP system. The
CVP-OCAP Project Description notes its purpose as follows:

e [CVP-OCAP Project Description] identifies the many factors influencing the physical and
institutional conditions and decisionmaking process under which the project currently
operates. Regulatory and legal requirements are explained; alternative operating models
and strategies are described.

e [CVP-OCAP Project Description] notes that current total water demand for CVP water is
about 3.5 MAF for the Delta export service area, and 3.3 MAF for the Sacramento Basin.
Of this demand, approximately 2.2 MAF must be made available to SRSCs, unless Shasta
inflow is considered “critical,” in which case supplies are reduced by 25 percent.

e Asoutlined on page 5-6 of the [CVP-OCAP Project Description], Settlement Contract
water is given a relatively high priority for delivery. For example, Settlement Contract
water is allocated before other water service contract water. However, delivery of water to
SRSCs does not preclude use of the water for other purposes.

A primary example of the multiple use of water involves temperature control for winter-run
Chinook salmon in the Sacramento River. As noted in the NOAA-Fisheries Biological
Opinion on the CVP-OCAP (page 219), temperature standards are determined by carryover
storage (the amount of water in Shasta Reservoir on September 30) and by the amount of
cold water available in Shasta Reservoir on May 30. The combination of these factors
determines how far downstream to set the temperature compliance points, which determines
the amount of suitable habitat for endangered winter-run Chinook salmon. Management of
the temperature compliance point is consistent with provision of water for SRSCs because
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the majority of SRSCs are downstream of the compliance points. Thus, after the water is used
to provide habitat for salmon, it is available for use by SRSCs.

Other CVP operations are unrelated to the SRSCs. These include operations on the Trinity
and American Rivers, and operation of Red Bluff Diversion Dam. Changes to these facilities
are subject to separate processes, considered elsewhere. However, for the purpose of the
overall ESA compliance effort, the CVP-OCAP system, which includes all of the water
facilities in the CVP, was considered in its entirety.

Separate ESA consultation was undertaken for the project-specific actions considered as part
of contract renewal. Both the USFWS and NOAA-Fisheries concluded that renewal of the
Settlement Contracts is not likely to jeopardize continued existence of threatened or
endangered species.

8. SRSC Efforts to Promote Fish Passage and Survivability

Several comments received on the Draft EIS address concerns regarding the potential impacts
of renewal of the Settlement Contracts on fisheries. As discussed in Chapter 3 of the Draft
EIS, Biological Environment, renewal of the Settlement Contracts under the Preferred
Alternative will not result in any adverse impacts on fisheries. In addition, many of the larger
SRSCs have undertaken programs to promote fish passage and survivability on the
Sacramento River. Some of these projects are as follows:

Glenn-Colusa Irrigation District (GCID): GCID operates a state-of-the-art fish screening
facility — the largest of its kind in the world. GCID diverts a maximum of 3,000 cubic feet per
second from the Sacramento River, with the peak demand occurring during spring months at
the same time as the peak outmigration of juvenile salmon. Key components of GCID’s fish
screen facility include a 600-foot extension to GCID’s pre-existing fish screen and a stabiliz-
ing gradient facility in the mainstem of the Sacramento River. This project is designed and
operated to minimize losses of all fish in the vicinity of the pumping plant diversion,
including endangered winter-run Chinook salmon, while maximizing GCID’s capability to
divert the full quantity of water it is entitled to use to meet its water supply delivery obliga-
tions. The total capital cost of GCID’s fish screening project is estimated to be approximately
$76 million.

M&T Chico Ranch (MTCR): MTCR environmental restoration activities included relocat-
ing the MTCR Pumping Station from the mouth of Big Chico Creek to the Sacramento River
and screening the new diversion. MTCR intends to complete this project by installing a
remaining pump behind the screens. This project ensures a guaranteed water supply to over
8,000 acres of permanent wetlands and over 1,500 acres of seasonal wetlands. Additionally, it
also protects habitat for migrating spring-run Chinook salmon. One other important benefit of
this project is MTCR’s agreement to provide fish flows in the amount of 40 cubic feet per
second in Butte Creek, one of the most important and last remaining spawning areas for
spring-run salmon.

Maxwell Irrigation District (MID): MID now operates a state-of-the-art positive-barrier
fish screen, one of the first of its kind installed on the Sacramento River. Completed in 1994,
the new pumping plant and screen facility protects threatened steelhead and spring-run
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Chinook salmon, and endangered winter-run Chinook salmon. In 2002, MID incorporated a
neighboring diversion into the existing project, thereby eliminating another unscreened
diversion on the Sacramento River.

NCMWC: NCMWC has completed the feasibility, preliminary design, and environmental
evaluation work associated with consolidation of five Sacramento River diversions into two
screened facilities. The project will remove pumping from an area (Natomas Cross Canal
Channel) that can be preserved for fish passage and provide new protections for terrestrial
species by preserving and enhancing important habitat. The consolidation of diversions and
upgrading of associated infrastructure will allow the NCMWC project to also help neighbor-
ing communities achieve regional water management improvements by connecting the
Sacramento and American Rivers for the first time, thus making regional groundwater
recharge and banking possible while reducing diversion impacts on the American River.

Pelger Mutual Water Company (Pelger): In 1994, Pelger completed construction of its
new pumping station and positive-barrier fish screen in the Sacramento River near Knight’s
Landing. This facility includes pumps with a discharge capacity of 60 cubic feet per second.
The screen protects spring and winter runs of Chinook salmon as well as steelhead trout.

Princeton-Codora-Glenn Irrigation District (PCGID) and Provident Irrigation District
(PID): Recently completed the fourth largest fish screen on the Sacramento River. The
completed facility replaces three major diversions on the Sacramento River with a
consolidated, screened pumping plant. In addition to the fishery benefits, the project also
provides reliable water supplies for nearly 30,000 acres of farmland and thousands of acres of
seasonal wetlands for migrating waterfowl in PCGID and PID. The districts conducted a
dedication ceremony for the screen on November 8, 2001.

Reclamation District No. 108 (RD 108): In 2000, RD 108 completed construction of a
positive-barrier fish screen on the Sacramento River. The project, located at the district’s
Wilkins Slough diversion, protects migrating endangered winter-run Chinook salmon, as well
as the spring-run Chinook and steelhead trout. The design for the new screen facility was
chosen after several years were spent examining the performance of alternate screen
technologies.

RD 108 is currently developing a new fish screen project that will consolidate its three largest
unscreened river diversions into one pumping plant with a new fish protection screen facility.
This project is scheduled to enter its construction phase in 2005, if it receives adequate
funding.

Reclamation District No. 1004 (RD 1004): RD 1004 completed construction on its screen in
1998. In addition to construction of a positive-barrier fish screen, this project relocated the
Princeton Pumping Plant and necessary conveyance facilities to a more stable location along
the Sacramento River. This project eliminates significant adverse impacts to fish inhabiting
the Sacramento River, including juvenile winter-run Chinook salmon and steelhead.

Richter Brothers: The Richter Brothers diversion on the Sacramento River near Knight’s
Landing is located along a reach of the river that hosts several species of salmon, steelhead
trout, and the Sacramento splittail minnow. Richter Brothers have received CALFED funding
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for feasibility studies and preliminary design for an improved diversion that will provide an
important protective role for fish in this critical stretch of the river.

SMWC: SMWC has completed the design work on the fish screen project for its diversion
on the Sacramento River just downstream from the Tisdale Weir. The Tisdale Pumping Plant
is the largest remaining unscreened diversion on the Sacramento River. SMWC is scheduled
to begin construction on the screen in 2005, if adequate funding is secured.
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CHAPTER 3
SPECIFIC COMMENTS AND RESPONSES TO
COMMENTS ON THE DRAFT EIS

The following pages present comments received on the Draft EIS for the SRSCs and
responses to those comments. Comments were received from the following individuals and
public agencies:

e Tim Lasko

e David Simpson

e Dan Bacher

e Jonathan McClelland

e Lindsey Pernell

e Friends of the River

e Butte Environmental Council

e United States Environmental Protection Agency
e Natural Resources Defense Council

e Tom Rider

e Megan Ahlstrom

e Tyana Maddock

e Julie Sullivan

e Victor Scoggin

e Morisset, Schlosser, Jozwiak & McGaw
e The Bay Institute Natural Resources Defense Council
o Kelley Breen

e Elyce Judith

e Mitchell Solovay

e Dan

e Jean Hegland

e Kirk Lumpkin

e Bruce Smith

e Kevin Wolf

e \Wanda Mathews-Woods

e Jeanette Alosi

e Doug Perske

e David Enevoldsen

e Scott Chamberlain

e William Divens

e Elizabeth Berteaux

e Barbara Williams Go to Comments...
e Gordon Becker

e Lamar Pittman
e Milan Cole
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e Tammy Mebane
e Office of Congressman George Miller
e Associated Students/Community Legal Information Center

Copies of the original letters of comment are presented on the left side of each of the follow-
ing pages, with individual comments numerically identified. Responses to individual com-
ments are provided to the right of each letter.

Go to Comments...
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CHAPTER 4
REVISED DRAFT EIS

This chapter presents the Draft EIS in its original format. The Draft EIS has been amended in
response to public comment and incorporates additional information, corrections, and
changes. Changes are detailed in the text that follows (new text is underlined, and deleted
text is stricken [i.e., deleted]). Note that the page numbers follow the same convention as in
the Draft EIS. That is, page numbering begins in the Table of Contents with iii and continues
through page 1-1, 2-1, 3-1, and so on. No changes were made to Draft EIS figures and, thus,
have not been included in the text that follows (however, a figure identification sheet is
provided for each figure referenced).
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CHAPTER 1
PURPOSE AND NEED

INTRODUCTION

This Environmental Impact Statement (EIS) evaluates the potential impacts and benefits for
the U.S. Bureau of Reclamation (Reclamation), as lead agency, to renew the long-term
Sacramento River Settlement Contracts (Settlement Contracts) between Reclamation and the
Sacramento River Settlement Contractors (SRSC). The Settlement Contracts provide for an
agreement regarding the SRSCs’ diversions of natural flow from the Sacramento River and
tributaries thereto, and Reclamation’s delivery of Central Valley Project (CVP) water for
agricultural and municipal and industrial (M&lI) uses.

The SRSCs consist of 145 contractors that can be categorized into the following three groups:

« lrrigation Districts/Water Districts/Mutual Water Companies/Municipalities
« Individuals — Standard-form Contract
« Individuals — Short-form Contract

As part of this action, Reclamation also proposes to renew its contract with the CDMWMC. ‘
CDMWC'’s contract provides for payment of water diverted from the Colusa Basin Drain that
would otherwise flow into the Sacramento River to satisfy the rights of senior water right
holders. Water in the drain stems from return flows resulting from divertensdiversions by ‘
upstream SRSC-s; therefore, Reclamation determined that the EIS should also evaluate the
effects of renewing the CDMWC contract.

Together, 145 SRSCs may haverights-to-divert approximately 2.2 million acre-feet (MAF) |
per year from the Sacramento River (except during critical years as defined under the
Settlement Contracts). The CDMWC has a contract entitlement that requires Reclamation to
release up to an additional 100,000 acre-feet per year (AFY) into the Sacramento River, to
replace the water diverted from the Colusa Basin Drain that would otherwise return to the

Sacramento Riveras-part-of-a-hegotiated-waterrightssettlement. All of these contractors are
listed in Appendix A.

The eentract-amounts-contract quantities range from 4 to 825,000 AFY. The 20 largest |
SRSCs listed in Table 1-1 account for approximately 95 percent of the total contracted
amount.

With the exception of Sutter Mutual Water Company (SMWC) and Anderson-Cottonwood
Irrigation District (ACID), the renewed contracts would provide for the continued diversions
and delivery of the same quantities of water as the existing Settlement Contracts. For SMWC
and ACID, the renewed contracts include slightly reduced contract amounts. In addition, the
renewed contract for Colusa Drain Mutual Water Company would require a reduced
“release” by Reclamation; whereas, the current contract allows for up to 100,000 afy to be
released into the Sacramento River as part of a negotiated water rights settlement, the
renewed contract would allow only up to a maximum of 70,000 afy to be released, and
releases will be calculated according to a formula that accounts for the actual amount of
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Purpose and Need Chapter 1

acreage being irrigated. Table 1-1 shows the contract amounts under the existing contracts for
20 of the largest SRSCs.

The contract renewals also provide for continued diversions and delivery of water to the same
lands and for the same purposes, with one exception. Natomas Central Mutual Water
Company (NCMWC) has requested a change in authorized use from agricultural to M&I in
the Metro Air Park portion of its service area.

The term of these existing Settlement Contracts was not to exceed 40 years, and these
contracts were scheduled to expire on March 31, 2004. On December 1, 2003, however,
Congress passed Public Law 108-37. Section 218 of that Act states,

“The Secretary of the Interior shall extend the term of the Sacramento River
Settlement Contracts, long- and short-form, entered into by the United States with
various districts and individuals, pursuant to section 14 of the Reclamation Project
Act of 1939 (53 Stat. 1197), for a period of 2 additional years after the date on which
each of the contracts, respectively, would expire but for this section, or until renewal
contracts are executed, whichever occurs earlier.”

Pursuant to this congressional mandate, Reclamation has issued written notices to the SRSCs
confirming that all terms and conditions of their existing Settlement Contracts will remain in
full force and effect during the extension period.

TABLE 1-1

TWENTY LARGEST (AF) EXISTING SRSC CONTRACT TOTALS

CVP Project Water Base Supply

Contractors?® Agricultural | M&l Water Rights TOTAL
ACID 10,000 165,000 175,000
GCID 105,000 720,000 825,000
MID 6,000 11,980 17,980
MFWC 12,000 23,000 35,000
NCMWC 22,000 98,200 120,200
PMWC 1,750 7,110 8,860
Pleasant Grove-Verona 2,500 23,790 26,290
PCGID 15,000 52,810 67,810
PID 5,000 49,730 54,730
RD 1004 15,000 56,400 71,400
RD 108 33,000 199,000 232,000
City of Redding 3,150 17,850 21,000
SMWC 95,000 172,900 267,900
Tisdale Irrigation Company 2,000 7,900 9,900
Conaway Conservancy Group 672 50,190 50,862
Davis Ranch 9,800 22,000 31,800
Lomo Cold Storage 7006;440 6,410700 7,110
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TABLE 1-1

TWENTY LARGEST (AF) EXISTING SRSC CONTRACT TOTALS

CVP Project Water Base Supply
Contractors® Agricultural | Mé&l Water Rights TOTAL
M & T Chico Ranch, Inc. 97616980 16,980976 17,956
Reynen 2,000 8,070 10,070
River Garden Farms 500 29,300 29,800
Subtotal® 338,898 3,150 1,738,620 1,716,906 | 2,080,668
360642
Miscellaneous Users (125 users) 40,858 94,825 135,683
145 SRSCs Subtotal 379,756 3,150 1,833,445 1,811,731 | 2,216,351
401,470
CDMWC 1070,000 1070,000
Totals 479,756 3,150 | 1,833,4451.811.73% 2,316,351
504,470
20 Largest SRSC Contractors — 93.9%
Percent of Total
All Other Miscellaneous SRSC 6.1%
Users — Percent of Total

Notes:
GCID

MID
MFWC
PMWC
PCGID
PID

RD 1004
RD 108

%A complete list of SRSCs is provided in Table 3-7.

®This subtotal represents water diverted by the 20 contractors for which Reclamation prepared needs
analyses. The threshold for needs analyses was 2,000 irrigable acres or more for irrigation use or 2,000
AFY for M&l use. These 20 contractors represent 94 percent of the total water diverted by the SRSCs.
The remaining 125 contractors divert the remaining 6 percent.

Glenn-Colusa Irrigation District

Maxwell Irrigation District
Meridian Farms Water Company
Pelger Mutual Water Company

Princeton-Codora-Glenn Irrigation District

Provident Irrigation District
Reclamation District No. 1004
Reclamation District No. 108

PURPOSE OF AND NEED FOR THE ACTION

The purpose of this project is to renew the Settlement Contracts, consistent with the
applicable provisions of federal Reclamation law and state law.

Long-term contract renewal of the SRSCs is needed for the following reasons:

« To ensure SRSCs of the use of both the regulated and unregulated flow of the
Sacramento River and its tributaries, and to provide for the efficient and economical
operation of the CVP by, and the reimbursement to, the United States for
expenditures made for the CVP.
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Purpose and Need Chapter 1

« To continue beneficial use of water, developed and managed as part of the CVP, with
a reasonable balance among competing demands, including the needs of irrigation and
domestic uses; fish and wildlife protection, restoration, and mitigation; fish and
wildlife enhancement; power generation; recreation; and other water uses consistent
with requirements imposed by the State Water Resources Control Board (State Board)
and by the Central Valley Project Improvement Act (CVPIA).

« To incorporate certain administrative conditions into the renewed contracts to ensure
the CVP’s continued compliance with current federal Reclamation law and other
applicable statutes.

BASIS FOR SETTLEMENT CONTRACT RENEWALS

Reclamation has authority, under several statutes dating from 1902 to 1992, to enter into
agreements with the SRSCs to settle disputes over the respective rights of the parties to divert
and use water from the Sacramento River. These disputes were settled by an agreement that
specifies the quantity of water that can be diverted free of charge (Base Supply), and the
quantity that would be paid for by the SRSCs (Project Water). This agreement resulted in the
Settlement Contracts. The conditions associated with the delivery of CVP water include, but
are not limited to, the following:

« The terms and conditions included within Reclamation’s applicable state water right
permits/licenses

« The amounts of water each contractor can put to reasonable and beneficial use

« For irrigation water, the number of acres of irrigable and eligible lands within the
contractor’s boundaries that are also within the authorized CVP service area and the
places of use designated in the applicable CVP water right permits/licenses

These conditions do not allow Reclamation to limit or regulate Base Supply water except as
provided in the Settlement Contracts.

The Settlement Contracts are distinct from the water service contracts that the United States
has executed with other CVP contractors. Unlike the CVP water service contractors, the
SRSCs hold senior vested water rights that allow them to divert significant quantities of
natural flow from the Sacramento River, regardless of whether they have a contract for CVP
supplies.

DECISION TO PREPARE AN ENVIRONMENTAL IMPACT
STATEMENT

In determining whether to prepare an EIS, Reclamation noted that public comments and input
from public meetings, among other factors, suggested that the relatively complex history and

1 Renewal of the Settlement Contracts is being undertaken pursuant to the following authorities: the Act of June 17, 1902 (32
Stat. 388), and acts amendatory or supplementary thereto, including, but not limited to, the Acts of August 26, 1937 (50 Stat.
844), as amended and supplemented, August 4, 1939 (53 Stat. 1187), as amended and supplemented, including, but not limited
to, Sections 9 and 14 thereto, July 2, 1956 (70 Stat. 483), or June 21, 1963 (77 Stat. 68), October 12, 1982 (96 Stat. 1262),
October 27, 1986 (100 Stat. 3050), as amended, and Title XXXIV of the Act of October 30, 1992 (106 Stat. 4706).
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Chapter 1 Purpose and Need

unique attributes of the Settlement Contracts including their integral role in the operation of
the CVP are not widely understood. As a result, the proposal to renew the Settlement
Contracts was determined to potentially involve substantial public uncertainty and
controversy regarding the nature of the proposal itself and its potential effects on the quality
of the human and natural environment. Although initial analysis indicated that renewal of the
contracts under the Preferred Alternative would not result in any appreciable changes to the
environment, Reclamation determined that it was appropriate to prepare an EIS given the
potential for controversy. This EIS provides a detailed explanation of the proposal and any
potential for changes in the physical environment, therefore minimizing uncertainty and
maximizing the role of public information and environmental considerations in
Reclamation’s decision-making process consistent with the goals of the National
Environmental Policy Act (NEPA).

HISTORY OF THE SACRAMENTO RIVER SETTLEMENT
CONTRACTORS

The CVP was first authorized as a federal project in 1935, and includes facilities on the
Trinity, Sacramento, and American Rivers; Sacramento-San Joaquin Delta; San Joaquin and
Stanislaus Rivers; and offstream storage and conveyance facilities associated with the

San Luis Reservoir and Delta-Mendota Canal. Construction of dams on the Sacramento and
Trinity Rivers substantially modified the flows of the Sacramento River. Prior to construction
of the CVP, individuals and entities along the Sacramento River were diverting water for
irrigation and M&I use under various claims of right. To settle the controversy over asser-
tions of water rights, the United States, acting through Reclamation, negotiated contracts that
provided for agreement on diversion of natural flows and CVP water service.

The SRSCs include various irrigation districts, reclamation districts, mutual water

companies, and partnerships located in the Sacramento River Basin in Northern California.

AH Most of the majority of the SRSCs have senior vested water rights under California law |
to divert surface water from the Sacramento River. Without these contracts it would have

been difficult, if not impossible, for the United States to develop the balance of the CVP. As

a result, these contracts have become known as the Sacramento River WaterRights |
Settlement Contracts or Settlement Contracts.

Most SRSCs have claims to water rights that pre-exist the CVP. For example, GCID water
rights date back to at least 1883, and include pre-1914 water rights and post-1914
appropriative water rights licenses’. These collective water rights include adjudicated decreed
rights on Stony Creek and pre- and post-1914 water rights on the Sacramento River. Because
of the nature of the rights GCID holds, the exact magnitude of these rights has never been
fully quantified. However, the claimed rights exceed 1 MAF annually. GCID, ACID and City
of Redding are the only SRSCs with claims to pre-1914 water rights. The other SRSCs have

2 With respect to appropriative water rights in California, the year of 1914 was a significant turning point. In that year, the Water
Commission Act became effective, establishing for the first time statutory procedures for appropriating water (those procedures
do not apply to riparian water uses). Because that act was not effective until December 19, 1914, water rights obtained prior to
that date were not governed by those statutory procedures. Such rights are known as “pre-1914” rights. Thus, pre-1914 rights
are rights to appropriate water that were acquired prior to 1914. The key to acquiring and maintaining a pre-1914 right was
beneficial use.
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claims to post-1914 water rights on the Sacramento River or its tributaries, with relatively
small amounts of riparian rights. As discussed above, when the CVVP was authorized, the
prior water rights of the SRSCs were recognized. It was acknowledged that for the CVP to be
constructed and operated, and water rights confirmed, the SRSCs’ protests to the granting of
CVP water rights must be resolved.

Ultimately, in 1964, GCID and Reclamation entered into the first of the Settlement Contracts,
and others followed shortly thereafter using the same basic form of agreement. Using jointly
conducted studies and negotiations, the SRSCs and Reclamation arrived at mutually
agreeable quantities of Base Supply and Project Water. For each SRSC, a large portion of the
water quantities addressed in each contract is referred to as Base Supply, which is diverted
without charge. In addition, ard-in-consideration-of SRSCswillingness-to-settle-on-a-Base
Supphy-quantity,-Reclamation agreed to provide the SRSCs with certain designated monthly
quantities of CVP water, referred to as “Project Water,” primarily in the months of July,
August and September. This Project Water is provided to the SRSCs and is subject to all of
the pricing and other requirements of federal Reclamation law.

The Settlement Contracts were negotiated documents. The Settlement Contracts recognize
the prier-direct diversion rights of the SRSCs. However, as an outgrowth of the negotiations,
it was agreed that the SRSCs would take an average yield of their water rights from the flow
of the Sacramento River and its tributaries thereto, in return for the benefit of the certainty of
flow provided by the operation of the CVVP. Conversely, the United States received, among
other things, certainty as to its operation of the CVP, and avoided litigation, including the
potential for a lengthy and expensive adjudication of CVP and other water rights in the
Sacramento River watershed. The original contracts, entered into in 1964 for a period of

40 years, were scheduled to expire on March 31, 2004. As discussed above, Congress
extended the terms of the contracts for 2 years pursuant to Public Law 108-37.

On October 30, 1992, the CVPIA was signed into law. This act modifies the authorized
purposes of the CVP and requires a wide range of environmental improvements and potential
changes in how the CVP is operated. It also specifically addresses contract renewals by
setting new contract lengths for repayment and water service contracts, and allowed interim
renewals until a Programmatic Environmental Impact Statement, prepared pursuant to the
comphiance-with-NEPA, was completed with a Record of Decision in January 2001. The
CVPIA distinguishes between Settlement Contracts and other types of CVVP contracts such as
repayment or water service contracts.

STUDY AREA

The study area boundaries for this EIS are presented on Figure 1-1. This area includes the
service areas of each of the SRSCs, as listed in Appendix A. Each lies wholly within the CVP
service area.

STUDY PERIOD

The analysis for this EIS was conducted for projected conditions in the year 2044, which will
extend through the first period of renewal for the 40-year Settlement Contracts. No interim
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Figure

1-1  Large Irrigation Diverters in the SRSC Service Area
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time conditions were considered or evaluated with respect to build-out conditions or changes

in the Settlement Contract.

PUBLIC INVOLVEMENT PROCESS

Reclamation began preparing this EIS during the scoping phase of the NEPA environmental
impact study process. Scoping activities began on July 19, 2001, when Reclamation issued a
Notice of Intent for the preparation of a NEPA document for the renewal of the
SRSCsSettlement Contracts. Reclamation then held three scoping meetings and prepared a |
scoping report, which is included as Appendix B. Scoping served as a fact-finding process

that helped identify public concerns and recommendations about the NEPA process, issues

that would be addressed in this EIS, and the scope and level of detail for analysis.

RELATED PROJECTS

Several activities are being implemented by Reclamation as part of the obligation to manage
and operate the CVP or are directly related to the contract renewals. The following discussion
identifies these activities and describes their relationship to the renewal of the Settlement
Contracts. Table 1-2 summarizes additional related studies and projects that have been
conducted recently or are currently being completed.

TABLE 1-2

RELATED PROJECTS

Project or Study and Lead Agency

Summary

Long-term Contract Renewal of Existing
CVP Water Service Contracts —
Reclamation

Reclamation is negotiating with other CVP water contractors for
renewal of long-term contracts, including contractors for the
American River Division, Feather Water District, Shasta-Trinity
Divisions, Sacramento Canals Unit, San Luis Unit, Contra Costa
Unit, San Felipe Unit, Delta-Mendota Canal Unit, San Joaquin
National Veterans’ Cemetery, City of Lindsay, City of Fresno, Cross
Valley, and Mercy Spring Water District.

Implementation of CVPIA —

Reclamation and the U.S. Fish and Wildlife Service (Service) are
proceeding with implementation of other provisions of the CVPIA,
including stream restoration, refuge water supplies, and further
analysis of yield replacement.

CALFED Bay-Delta Program — CALFED

Established in May 1995, the consortium of federal and state
agencies is charged with the development of a long-term solution to
the Delta water concerns. CALFED completed an Environmental
Impact Report (EIR) and EIS as part of this process. Renewal of
long-term CVP contracts is assumed within the CALFED EIR/EIS
and Record of Decision.

Trinity River Mainstem Fishery Restoration
EIS/EIR — Reclamation, Service, Hoopa
Valley Tribe and Trinity County

The Service completed a Final EIS/EIR and Record of Decision.
Because of subsequent litigation, the Service is preparing
responses to the court's comments.

The Service and Reclamation also are implementing a portion of
the recommendations for restoration activities along the Trinity
River.
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RELATED ACTIVITIES

Following are descriptions of long-term activities related to long-term contract renewal.

Central Valley Project Improvement Act Programmatic Environmental Impact
Statement

The CVPIA Programmatic Environmental Impact Statement (PEIS) provided a functional
evaluation of the impacts of implementing the CVPIA. Four alternatives, 17 supplemental
analyses, a Preferred Alternative, and a No Action Alternative were evaluated in the PEIS.
The impact analysis in the PEIS was completed at a subregional level but presented within
the PEIS on a regional basis for the Sacramento Valley, San Joaquin Valley, and Tulare Lake
regions. The PEIS No Action Alternative assumed that existing water service contracts,
exchange contracts, and Settlement Contracts would be renewed under the same terms as
expiring contracts. The Final PEIS included a Preferred Alternative that addressed the
regional impacts and benefits of the general method that Reclamation anticipated for
implementation of the CVPIA, including long-term contract renewal.

The PEIS evaluated the impacts and benefits of long-term contract renewals under the
CVPIA, including the Settlement Contracts. Following completion of the PEIS, more specific
information related to contract renewal proposals has been developed by Reclamation and the
SRSCs. This EIS for the renewal of the Settlement Contracts includes the Preferred
Alternative of the Final PEIS as the No Action Alternative and evaluates the impacts and
benefits of differences among the contract assumptions in the No Action Alternative, the
Preferred Alternative (Alternative 1) and additional project alternatives, as described in
Chapter 2.

Operations Criteria and Plan Biological Assessment

Reclamation and the California Department of Water Resources (BepartmentDWR) propose
operations of the CVP and State Water Project (SWP) to divert, store, and convey CVP and
SWP water consistent with applicable law. These operations are summarized and evaluated
in a Biological Assessment, and described in further detail in the CVP Operations Criteria
and Plan (OCAP). The Biological Assessment addresses continued operation of the CVP and
SWP in a coordinated manner. In addition to current-day operations, the following future
actions are included in this consultation:

« Increased flows in the Trinity River

« Increased pumping at Banks Pumping Plant (referred to as 8,500 Banks)

« Permanent barriers operated in the South Delta

« Anintertie between the California Aqueduct and the Delta-Mendota Canal

« Along-term Environmental Water Account

« Freeport Regional Water Project

« Various other operational changes described in detail in the Biological Assessment

The current and ongoing effects of diversions by the SRSCs as part of CVVP operations are
included in this Biological Assessment. The consultation addresses impacts to listed species
that could be caused by hydrological and water quality conditions resulting from operation of
the CVP and SWP facilities. With respect to long-term contract renewals with the SRSCs, the
consultation evaluates the impact to listed species that could result from operating the CVP
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and SWP to deliver CVP water to the points of diversion of the SRSCs in combination with
other operational and regulatory requirements. The analyses for the OCAP consultation
assume the SRSCs divert their total contract quantity with deficiencies in critically dry years
in accordance with the existing and renewed contracts. Because maximum contract deliveries
are assumed for the SRSCs, the OCAP opinion fully addresses any in-river effects to listed
species that could result from long-term contract renewal. The consultation does not evaluate
impacts that could result during diversion of water by the contractors or use of diverted water.
It is anticipated that formal consultation on long-term OCAP will be completed by the end of
2004.

Sacramento River Basinwide Water Management Plan and Regional Criteria

In 1996, eight of the larger SRSCs commenced litigation against the United States and others
to establish that Section 3404(c)(3) of the CVPIA did not apply to Settlement Contracts.
Litigation reached settlement in January 1997 through a Stipulated Agreement, wherein the
federal defendants agreed that Section 3404(c)(3) of the CVPIA did not apply to the
Settlement Contracts.

As part of that settlement, the SRSCs and Reclamation entered into a “Memorandum of
Understanding between Named Sacramento River Settlement Contractors and the United
States of America for the Preparation of Data in Aid of the Renewal of Settlement Contracts”
(Contract Renewal MOU).

SRSC participants that were signatories to the Contract Renewal MOU are as follows:

« Anderson-Cottonwood Irrigation District (ACID)

« Glenn-Colusa Irrigation District (GCID)

« Provident Irrigation District (PID)

« Princeton-Codora-Glenn Irrigation District (PCGID)
« Reclamation District No. 108 (RD 108)

« Reclamation District No. 1004 (RD 1004)

« Meridian Farms Water Company (MFWC)

« Sutter Mutual Water Company (SMWC)

« Pelger Mutual Water Company (PMWC)

« Natomas Central Mutual Water Company (NCMWC)

These SRSCs account for more than 80 percent of the total 2.2 MAF of Sacramento River
water currently under Settlement Contracts with Reclamation. Reclamation was also a
signatory to the Contract Renewal MOU. The Contract Renewal MOU identified the
following four major types of data or documents that were to be prepared to aid in contract
renewal negotiations:

« Update and extension of the 1956 Cooperative Study
« A Basinwide Water Management Plan (BWMP) for the Sacramento River
« Contracting principles

« Discussions of obligations, if any, of the SRSCs to meet water quality, endangered
species, and other environmental needs, including the needs of the San Francisco Bay/
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Purpose and Need Chapter 1

Sacramento-San Joaquin Delta and alternative means, if any, by which these
obligations can be met

The basic objective of the BWMP was to provide the participating SRSCs with a comprehen-
sive basis upon which to manage water resources to meet their existing and future water
needs. These needs would be met in a manner that could also serve other water needs in the
Sacramento Valley, including, but not limited to, needs for the use of water for the environ-
ment. The basic objectives were more specifically defined as follows:

« Maintaining a permanent, reliable, adequate, and economical water supply to meet the
existing and future needs of the SRSCs, including long-term soil salinity control and
nonpoint discharge requirements

« Identifying the opportunities to enhance the water supplies for wildlife refuges and
other uses of water for the environment

« Incorporating other water management considerations in the Sacramento River Basin,
such as other water quality goals, agricultural economics, flood control, power opera-
tions, and recreation, to ensure a comprehensive and successful approach to meet the
basic objectives of the BWMP

« Allowing for the potential use with the updated and extended 1956 Cooperative Study
(subsequently mutually agreed would not to be used) and other existing, past, or
ongoing studies to provide a common set of data on which negotiations for renewal of
water-Settlement Contracts could be based

Sacramento Valley Water Management Program

Management of water quality in the Bay-Delta has been the topic of many programs and
processes over the years. Water quality in the Bay-Delta is affected by freshwater inflows,
which are influenced by upstream diversions. Possible changes to upstream diversion rights
as part of water quality management in the Bay-Delta has been an extremely complicated and
controversial issue. Certain water users and agencies throughout California, including
Sacramento River water users (many of them SRSCs), the DWRepartment, Reclamation, and
CVP and SWP water contractors signed the “Agreement Regarding Resolution of Phase 8
Issues, Development and Management of Water Supplies, and Binding Commitment to
Proceed Pursuant of Specified Terms” (April 3, 2001, and-known as the Stay Agreement).
The Stay Agreement proposed goals and principles to resolve issues of the flow-related
standards that would have been argued during the eighth phase (commonly referred to as
“Phase 8”) of the impending State Board hearings. On April 26, 2001, the State Board issued
Order WR 2001-05, which postponed Phase 8 and allowed for automatic dismissal of the
Phase 8 hearing after 18 months in October 2002 (unless Reclamation or the
DepartmentDWR had requested the State Board resume Phase 8 because of a breakdown in
the settlement process). Under the State Board order and as agreed to in the Stay Agreement,
Reclamation and the BepartmentDWR remained committed to meeting the flow-related
objectives described in SWRCB D-1641 (the formal decision governing water quality in the
Bay-Delta) during the term of the Stay Agreement.
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Chapter 1 Purpose and Need

One outcome of this process has been the Short-Term Program, which will develop projects
that can provide water to the Bay-Delta. This water will be made available by conjunctively
reducing surface diversions and using groundwater pumping or by re-operation of district or
water agency reservoirs.

September 2004 1-13 Draft SRSC EIS
RDD\043220005 (CLR2734.doc)



CHAPTER 2
DESCRIPTION OF ALTERNATIVES

INTRODUCTION

The Settlement Contracts have a unique history and nature. MostFhe SRSCs hold water
rights to Sacramento River water that are senior to the CVP and, cumulatively, claim senior
water rights that entitle them to use a significant portion of the water available for
appropriation in the Sacramento River. If the SRSCs were to fully utilize their senior water
rights, Reclamation’s current ability to operate the CVP would be compromised. It was in
recognition of this fact that members of Congress directed Reclamation to negotiate with the
SRSCs and enter into the Settlement Contracts.

The CVPIA states that no contract renewals shall be authorized until appropriate environ-
mental review, including the CVPIA Programmatic Environmental Impact Statement (PEIS),
has been completed. The PEIS identifies the need for site-specific environmental documents
for the long-term contract renewal process, including the Settlement Contract renewal
process. This Chapter describes the methodology used to develop alternatives to be evaluated
in this EIS for renewal of the Settlement Contracts, the selected alternatives, and alternatives
considered for further evaluation but eliminated from this EIS.

DEVELOPMENT OF ALTERNATIVES

To develop the project Alternatives for this EIS, in 2001, Reclamation initiated public
scoping activities and, with the SRSCs, initiated the process to negotiate the renewal of the
SRSC-Settlement eContracts. Reclamation offered its initial proposed contract on May 15,
2002. Many of the larger SRSCs responded with their initial counter-proposal on May 31,
2002. A series of publicly noticed negotiation sessions between Reclamation and the larger
SRSCs were held throughout 2002 and early 2003. The results of the negotiations are
reflected in the March 11, 2003 draft form of the contract that has been tentatively approved
by both Reclamation and many of the larger SRSCs. (Copies of the May 15, 2002, May 31,
2002, and March 11, 2003 draft contracts are included in Appendix C.)

Through contract negotiations and scoping activities, five reasonable and feasible alternatives
have been identified for the renewal of the Settlement Contracts between Reclamation and
the SRSCs. These five alternatives represent a range of agreement provisions that could be
implemented for contract renewals. In addition to these five alternatives, the No Action
Alternative was defined to consist of renewing long-term contracts as described by the
adopted and implemented Preferred Alternative of the PEIS.

The negotiated contract is represented by Alternative 1 — the Preferred Alternative;
Reclamation’s initial proposal is represented by Alternative 2, and the SRSCs’ initial counter
proposal is represented by Alternative 3. This approach to developing alternatives based on
various stages in the contract negotiation process is consistent with the approach taken for the
environmental documentation of several other contract renewals, including long-term
contract renewal documents for Sacramento¥/estside-Canals Unit (i.e., Tehama-Colusa
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Chapter 2 Description of Alternatives

Canal), Shasta-Trinity, San Felipe, San Luis Unit, Friant, Cross-Valley, Contra Costa Water
District, and Delta-Mendota.

Two additional alternatives, 4 and 5, were developed in response to specific comments
received during scoping and in extensive discussions between Reclamation and the SRSCs.
Alternatives 4 and 5 evaluate different approaches to applying cutbacks of surface water
diversions during years when total water supplies are below normal. These approaches were
not considered in the contract negotiations.

Various contractual provisions define the differences among alternatives, as shown in

Table 2-1. These provisions are addressed differently under the No Action Alternative and
each of the project alternatives, and could result in changes in environmental impacts or
benefits. These provisions include the following: total contract amount, contract period, Base
Supply rescheduling provisions, water costs including Project Water costing mechanisms,
conservation measurement, and shortage provisions.

The No Action, Preferred Alternative, and project alternatives are described below.

No Action Alternative

Selection of the No Action Alternative for Contract Renewals

The No Action Alternative is defined by NEPA as the most likely future that could be
expected to occur in the absence of the project. It is intended to represent a projection of
current conditions to the most reasonable future responses or conditions that could occur
during the life of the project without any action alternatives being implemented.

The No Action Alternative for the SRSC contract renewals has been determined to be the
Preferred Alternative for the CVPIA PEIS. The rationale for this decision is that with the
passage of the CVPIA in 1992 and the completion of the environmental documentation for
the CVPIA (PEIS), in 1999, the operations of the CVP, including the delivery of Sacramento
River water to the SRSCs are guided by the adopted PEIS Preferred Alternative. The CVPIA
Preferred Alternative is therefore the existing conditions for this EIS and the ongoing
implementation of the CVPIA is the most likely future scenario. The Preferred Alternative for
the CVPIA assumed renewal of the Settlement Contracts at existing full contract amounts.
Additional details of the existing contract provisions are provided below.

The rationale for definition of the No Action Alternative also considered that the majority of
the SRSCs and Reclamation have indicated their willingness to renew the contracts and
Congress has approved a 2-year interim contract extensions. Therefore, the possibility of a
future without contract renewals was not anticipated. The concept of non-contract renewal,
rather then being addressed as part of the no action, was considered as a Project Alternative,
but eliminated from full analysis for several reasons, as discussed later in this Chapter.

The use of the PEIS Preferred Alternative as the No Action is consistent with the definition
of the No Action for several other ongoing contract renewal environmental documents,
including the Sacramento WWestside-Canals Unit (i.e., Tehama-Colusa Canal), Shasta-Trinity,
San Felipe, San Luis Unit, Friant, Cross-Valley, Contra Costa Water District, and Delta-
Mendota.
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TABLE 2-1

PROJECT ALTERNATIVES SUMMARY

Alternative No Action Alternative 1:Preferred Alternative 2: Alternative 3: SRSCs’ | Alternative 4: Cutback | Alternative 5: Cutback
Alternative— Reclamation’s Initial Initial Counter Provisions Based on Provisions Based on
Negotiated Contract Contract Proposal Proposal Shasta Inflow 40-30-30 Sacramento
River Index
Total Annual Contract Amount 2,316 2,227 2,316 2,316 2,227 2,227
(KAFY)&
Contract Period 40 years 40 years 40 years 40 years 40 years 25 years

Shortage Provision

Specifies reductions in

critical yearsb only;
reductions of 25%

Specifies reductions in
critical years only;
reductions of 25%

Specifies delivery
reductions based on
Shasta inflow
deficiencies varying
from 10 to 25% (sliding
scale)

Same as Alternative 2,
and SRSCs are
compensated for water
reductions

Sliding-scale cutback
(10-20-25%) based on
stepped decrease;
cutback remains at
lowest level until full
eontractamount
contract quantity reset
at 4 MAF in Shasta
Lake

Sliding-scale cutback (10-
20-25%) based on

Sacramento River IndexC
water years; no reset
requirement at 4 MAF in
Shasta Lake A’

Number of Years Shortage Provision Is
Activated (based on historical period of

record)

9 years

9 years

16 years

9 years

17 years

43 years

Total Amount Reduced over 4-year
Drought Sequence Based on Shortage

Provision (KAFY)

2,127

2,127

2,021

2,127

2,127

2,021

Base Supply Rescheduling Provisions

No fees for rescheduling

Requires rescheduling
fee for water
rescheduled fer
Apadst-Sentembor o
Oetober into June
through October from

any month of the
diversion season.

Requires rescheduling
fee to divert in excess
of monthly quantities
contained in Settlement
Contract

No fees for
rescheduling

Requires rescheduling
fee to divert in excess
of monthly quantities
contained in Settlement
Contract

Requires rescheduling

fee to divert in excess of
monthly quantities
contained in Settlement
Contract
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TABLE 2-1

PROJECT ALTERNATIVES SUMMARY

Alternative

No Action

Alternative 1:Preferred
Alternative—
Negotiated Contract

Alternative 2:
Reclamation’s Initial
Contract Proposal

Alternative 3: SRSCs’
Initial Counter
Proposal

Alternative 4: Cutback
Provisions Based on
Shasta Inflow

Alternative 5: Cutback

Provisions Based on

40-30-30 Sacramento
River Index

Costing Mechanism

Take or Pay: Requires
SRSC to pay for Project
Water at established
rates with adjustments
by Contracting Officer if
water used other than
for agricultural
purposes; SRSC pays
for 100% of Project
Water

Take or Pay: Requires
SRSC to pay for 75% of
the amount of Project
Water each year and to
pay for Project Water
actually diverted in
excess of 75%;
Contracting Officer can
adjust rates to
applicable rates and
charges if the SRSC
desires to use Project
Water for other than
agricultural use

Take or Pay: Requires
SRSC to pay for Project
Water at established
rates with adjustments
by Contracting Officer if
water used other than
for agricultural
purposes; SRSC pays
for 100% of Project
Water

Take or Pay: Limits
payment to Project
Water actually diverted
by the SRSC; does not
specifically include
adjustment for water
used other than for
agricultural purposes

Same as Alternative 1

Take or Pay: Requires
SRSC to pay for 75% of
the amount of Project
Water each year and to
pay for Project Water
actually diverted in
excess of 75%;
Contracting Officer can
adjust rates to applicable
rates and charges if the
SRSC desires to use
Project Water for other
than agricultural use

Conservation Measures

Not included

Prior to diversion of
Project Water, requires
SRSC to be
implementing a water
conservation and
efficiency program
based on the BWMP
and/or the SRSC'’s
water conservation plan
that has been
determined by the
Contracting Officer to
meet requirements
under federal law, which

Prior to diversion of
Project Water, requires
SRSC to be
implementing a water
conservation and
efficiency program
based on the BWMP
and/or the SRSC'’s
water conservation plan
that has been
determined by the
Contracting Officer to
meet requirements
under federal law;

Prior to diversion of
Project Water, requires
SRSC to be
implementing a water
conservation and
efficiency program
based on the BWMP
and/or the SRSC'’s
water conservation
plan that has been
determined by the
Contracting Officer to
meet requirements
under federal law;

Same as Alternative 1

Reclamation’s standard
criteria would apply,
including measurement at
each farm delivery,
volumetric pricing of
water, and
implementation of Best
Management Practices

allows the SRSC to whieh-allows the SRSC whichallowsthe SRSC
reduce the amount of  |te+educe-the-amountof |to-reduce the-amount
Project Water for which |Preject-Waterforwhich [of-Project-Waterfor
payment is required paymentis required which paymentis
under Article 8(a) under-Article 8(a) required-under-Article
8t
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TABLE 2-1

PROJECT ALTERNATIVES SUMMARY

Alternative

No Action

Alternative 1:Preferred
Alternative—
Negotiated Contract

Alternative 2:
Reclamation’s Initial

Alternative 3: SRSCs’
Initial Counter

Alternative 4: Cutback
Provisions Based on
Shasta Inflow

Alternative 5: Cutback
Provisions Based on
40-30-30 Sacramento

Contract Proposal Proposal

River Index

2 ncludes contract ameunts-quantities for 145 SRSCs and COMWC. Total annual amounts vary according to shortage provisions.

Pshasta critical years defined by the contract between Reclamation and the SRSCs (see Appendix C for complete contract). This shortage provision was the mechanism used in the original
contracts and, thus, represents the No Action, in addition to Alternatives 1 and 3.

CThe 40-30-30 Sacramento River Index is computed as a weighted average of the current water year's April through July unimpaired runoff forecast (40 percent), the current water year's
October through March unimpaired runoff forecast (30 percent), and the previous water year's index (30 percent). A cap of 10 MAF is put on the previous year's index to account for required
flood control reservoir releases during wet years. Unimpaired runoff (calculated in the 40-30-30 Sacramento River Index as the sum of Sacramento River flow above Bend Bridge near Red Bluff,
Feather River inflow to Oroville, Yuba River flow at Smartville, and American River inflow to Folsom) is the river production unaltered by water diversions, storage, exports, or imports. A water
year with a 40-30-30 Sacramento River Index equal to or greater than 9.2 MAF is classified as "wet." A water year with an index equal to or less than 5.4 MAF is classified as "critical."

Note:

KAFY = thousand acre-feet per year
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Chapter 2 Description of Alternatives

Similarities of the No Action to the Affected Environment/Existing Conditions
For Projects where the No Action future is different from the existing conditions, NEPA
Guidelines instruct that the differences should be clearly defined. The No Action Alternative
should not automatically be considered to be the same as the existing condition of the
affected environment because reasonably foreseeable future actions may be taken regardless
of whether any of the project action alternatives are chosen.

For the resources that may be affected by this Project, the existing conditions and the No
Action are essentially identical. The existing condition consists of effects of the exercising of
the SRSC contracts and the No Action assumes ongoing implementation of those contracts
under identical contract provisions.

The analysis in Chapter 3 compares the reasonable action alternatives to the No Action
Alternative to determine the net effect or impact of each of the action alternatives. This
allows the analysis to focus upon the impacts that would be the result of the action under
consideration, distinguishing the different impacts associated with each of the

Alternatives. Because in this case, the No Action is the same as the existing conditions, this
comparison of the project alternatives to the No Action is essentially the same as a
comparison of the project alternatives to existing conditions.

Total Contract Amount

The total eontract-ameunt-contract quantity for each alternative includes both Base Supply
and Project Water supphy-to be diverted by the SRSCs in years when shortage provisions are
not in effect. The contract defines Base Supply as the quantity of water that the United States
agrees may be diverted by the SRSCs from the Sacramento River each month from April
through October without charge. This Base Supply reflects the negotiated quantity of surface
water agreed to by both the SRSCs and Reclamation, derived from jointly conducted studies.
The Base Supply represents the larger portion of the water quantities addressed in each
contract and is diverted by the contractor free of any payment to Reclamation.

In addition, and in consideration of the SRSCs’ willingness to settle on a Base Supply
quantity during the term of the Settlement Contract, Reclamation agreed to provide the
SRSCs with designated monthly quantities of CVP water, referred to as “Project Water.”
Project Water is used to satisfy calculated average deficiencies in the year of the claimed
rights. In the contracts, Project Water refers to all water diverted or scheduled for diversion
by the SRSCs from the Sacramento River each month from April through October of each
year that is in excess of the Base Supply. This CVP Project Water is provided to the SRSCs
subject to all of the pricing and other requirements of federal Reclamation law.

As shown in Table 2-2, the total eentract-amount-contract quantity for the No Action
Alternative is 2,316 KAFY. This alternative assumes renewal of all contracts at the existing
contract amounts. This is the aggregated total amount provided for in all 145 contracts and
the contract with CDMWC. Table 2-2 also shows the Base Supply and Project Water supply
for each of the 20 largest SRSCs for each alternative. These are total contracted amounts,
which may be reduced during years when shortage provisions are-activated implemented, as
described below.
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TABLE 2-2

CONTRACT QUANTITIESAMOUNTS BY PROJECT ALTERNATIVE

Contractor No Action 1 — Preferred Alternative 2 — Reclamation’s Initial 3 — SRSCs’ Initial 4 — Cutback Provisions 5 — Cutback Provisions
(Renewal of Existing Contracts) (Negotiated Contract) Contract Proposal Counter Proposal Based on Shasta Inflow Based on 40-30-30
Sacramento River Index
CVP Water Base TOTAL CVP Water Base Supply TOTAL
Supply
ACID 10,000 165,000 175,000 76,000 1212,000 128,000% Same as No Action Contract ameunts-quantities same as Preferred Alternative®
GCID 105,000 720,000 825,000 105,000 720,000 825,000
MID 6,000 11,980 17,980 6,000 11,980 17,980
MFWC 12,000 23,000 35,000 12,000 23,000 35,000
NCMWC 22,000 98,200 120,200 22,000 98,200 120,200
PMWC 1,750 7,110 8,860 1,750 7,110 8,860
Pleasant Grove-Verona 2,500 23,790 26,290 2,500 23,790 26,290
PCGID 15,000 52,810 67,810 15,000 52,810 67,810
PID 5,000 49,730 54,730 5,000 49,730 54,730
RD 1004 15,000 56,400 71,400 15,000 56,400 71,400
RD 108 33,000 199,000 232,000 33,000 199,000 232,000
City of Redding® 3,150 17,850 21,000 3,150 17,850 21,000
SMWC 95,000 172,900 267,900 56,500 169,500 226,000°
Tisdale Irrigation 2,000 7,900 9,900 2,000 7,900 9,900
Company
Conaway Conservancy 672 50,190 50,862 672 50,190 50,862
Group
Davis Ranch 9,800 22,000 31,800 9,800 22,000 31,800
Lomo Cold Storage 7006440 6,410700 7,110 7006410 6,410700 7,110
M & T Chico Ranch, Inc. 97616980 16,980976 17,956 97616980 16,980976 17,956
Reynen 2,000 8,070 10,070 2,000 8,070 10,070
River Garden Farms 500 29,300 29,800 500 29,300 29,800
Subtotal 363,762 1,716,906 2,080,668 363,762 1,716,906 2,080,668
Other 125 Users 40,858 94,825 135,683 40,858 94,825 135,683
CDMWC 100,000 100,000 100,000 100,000
TOTAL 404,620 1,811,731 2,316,351 362,120 1,765,331 2,227,451

aNeeds analyses resulted in reduction from 175 to 128 KAFY for ACID and from 267,900 to 226 KAFY for SMWC.
bTotal contract quantities ameunts under Alternatives 4 and 5 are the same; however, during dry years, shortage provisions may result in varying quantities of reductions in water delivered as detailed in Table 2-3.

CAll CVP Project-\WatersupplyProject Water is denoted for agricultural use with the exception of the City of Redding supply, which is for M&I use.
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Chapter 2 Description of Alternatives

Contract Period

The existing Settlement Contracts were originally executed in 1964, with a term not to

exceed 40 years. Those contracts specified the following: “That under terms and conditions
mutually agreeable to the parties hereto, renewals may be made for successive periods not to
exceed forty (40) years each.” In addition, Section 3404(c) of the CVPIA, which limits the
renewal of existing long-term repayment orf water service contracts to a period of 25 years, |
does not apply to the Settlement Contracts. Under the No Action Alternative, the contract
period for the renewed contracts would extend-for-bed0 years. |

Base Supply Rescheduling

The Base Supply and the Project Water supphy-for each contractor is allocated on a monthly |
basis as specified under Exhibit A of each contract. Base Supply is scheduled during the
months of April through October for all SRSCs, with the exception of the City of Redding,
whose Base Supply water is scheduled year round for M&I use.

Critical months are defined in all of the contracts as July, August, and September, with the
exception of GCID, ACID, and the City of Redding. Critical months for these three
contractors, because of their claims to senior water rights, are July and August only.

Under the existing contracts (No Action), an SRSC cannot move Base Supply from non-
critical months into critical months, but can move Base Supply within critical months or from
critical months into non-critical months. However, after the Base Supply for critical months
is exhausted, contractors can purchase Project Water up to their full contract amount.
Rescheduling of Base Supply within critical months or into non-critical months is permitted
without cost in the No Action Alternative.

Water Costs and Costing Mechanisms

As stated previously, SRSCs divert the Base Supply portion of their contract free of any
payment to Reclamation. No payment is required if Base Supply is rescheduled as described
in the previous section.

The cost for Project Water under the No Action Alternative is as set by the CVPIA and would
apply to 100 percent of the Project Water, whether diverted or not.

Conservation Measures

The water conservation assumptions under the No Action Alternative include water conserva-
tion actions for municipal and on-farm uses assumed in BepartmentDWR Bulletin 160-93 |
and conservation plans completed under the 1982 Reclamation Reform Act consistent with

the criteria and requirements of the CVPIA. Such criteria address cost-effective Best
Management Practices that are economical and appropriate, including measurement devices,
pricing structures, demand management, public information, and financial incentives.

Shortage Provisions
Under the No Action Alternative, the shortage provisions of the existing Settlement Contracts
would apply. That contract specifies cutbacks of 25 percent in total Base Supply and Project
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| Water quantitiesdetiveries during critical years only. Critical years are defined by the contract
as any year during which either of the following eventualities exists:

(1) The forecasted full natural inflow to Shasta Lake for the current Water Year, is
equal to or less than three million two hundred thousand (3,200,000) AF; or

(2) The total accumulated actual deficiencies below four million (4,000,000) AF in
the immediately prior Water Year or series of successive prior Water Years each of
which had inflows of less than four million (4,000,000) AF, together with the
forecasted deficiency for the current Water Year, exceed eight hundred thousand
(800,000) acre-feet.

Under these shortage provisions, as shown in Table 2-3, cutbacks would be projected to
occur under the No Action Alternative in 9 years out of 80. This projection is based on the
period of record from 1921 to 2001. Information from this period of record, such as
frequency of various levels of dry years, periods of sequential dry years resulting in long-term
droughts, and wet years, is typically used by Reclamation as a reliable predictor of the pattern
of hydrology that can be expected in the future. During a 4-year drought sequence, such as
that which occurred during the period 1930 through 1934, total cutbacks to SRSCs would
allow for diversion of approximately 2,127 KAFY. Because the contract period is 40 years,
and the period of record is 80 years, a reasonable assumption can be made that during the
contract period, these shortage provisions would occur 4.5 years out of 40.

Alternative 1: Preferred Alternative — Negotiated Contract

Total Contract Amount

| As shown in Table 2-2, the total contract-ameuntcontract quantity for the Preferred
Alternative is 2,227 KAFY. This total contract quantity of water is less than the No Action
Alternative by 89 KAFY in response to the needs analyses prepared by Reclamation, which
resulted in a proposed reduction in total supplies (Base and Project water) to two SRSCs
(SMWC and ACID).

| To determine contract quantitiesameunts for the renewed contracts, and assist in
demonstrating beneficial use, Reclamation developed a needs analysis methodology to
evaluate the use of CVP water supplies. The water rights granted to the United States for the

| CVP require that the water be used in accordance with California law and in the interest of
the public welfare to prevent waste and unreasonable use.

The needs analysis for the SRSCs used a multi-step approach to identify existing and

| projected water demands and support the assigrment-ef-contract quantitiesameunts in the
contract negotiations and the Preferred Alternative and alternatives. As discussed previously,
the Settlement Contracts were negotiated to settle disputes over claims of water rights and
resulted in agreement of the quantities of water that could be diverted free of charge (Base
Supply) and that would be paid for by the SRSCs (Project Water). There was no requirement
that the SRSCs had to use other sources of water supply, if available, in lieu of diverting Base
Supply and Project Water, a fact that was taken into account in completing the water needs
analysis. Beneficial and efficient future water demands were also identified for each district
and then compared to each SRSC’s Base Supply and Project Water.
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TABLE 2-3

SAMPLE OF IMPLEMENTATION OF SHORTAGE PROVISIONS BASED ON HISTORICAL PERIOD OF RECORD

Water Year — Inflow to Percentage Cutback Alternative 2 — Alternative 4 — Alternative 5 —
Period of Record Reigf\l/soti? in Sliding-scale cutback Using Shasta Inflow, Using 40-30-30
MAF (10-20-25%) based on Sliding-scale cutback Sacramento River Index,
stepped decrease; no (10-20-25%) based on Sliding-scale cutback
cutback if previous water stepped decrease; (10-20-25%) based on
year greater than 4.0, and no cutback remains at Sacramento River Index”
reset requirement at 4 MAF lowest level until full water years; no reset
coplbractamount requirement at 4 MAF
contract guantity reset
at 4 MAF
No Action, Alternative 1
(Preferred Alternative), and
Alternative 3 —
25% cutback in Shasta
critical years only®

1921-1922 4.6 100% 100% 100% 100%
1922-1923 3.6 100% 90% 90% 90%
1923-1924 25 75% 75% 75% 75%
1924-1925 5.1 100% 100% 100% 80%
1925-1926 3.7 100% 90% 90% 80%
1926-1927 7.0 100% 100% 100% 100%
1927-1928 5.1 100% 100% 100% 100%
1928-1929 3.2 100% 75% 75% 75%
1929-1930 4.2 100% 100% 100% 80%
1930-1931 25 75% 75% 75% 75%
1931-1932 3.7 75% 80% 75% 80%
1932-1933 35 75% 75% 75% 75%
1933-1934 3.3 75% 75% 75% 75%
1934-1935 4.9 100% 100% 100% 90%
1935-1936 4.7 100% 100% 100% 90%

September 2004

RDD\043220005 (CLR2734.doc)

2-11

Draft SRSC EIS




TABLE 2-3

SAMPLE OF IMPLEMENTATION OF SHORTAGE PROVISIONS BASED ON HISTORICAL PERIOD OF RECORD

Water Year — Inflow to Percentage Cutback Alternative 2 — Alternative 4 — Alternative 5 —
Period of Record Reigf\l/soti? in Sliding-scale cutback Using Shasta Inflow, Using 40-30-30
MAF (10-20-25%) based on Sliding-scale cutback Sacramento River Index,
stepped decrease; no (10-20-25%) based on Sliding-scale cutback
cutback if previous water stepped decrease; (10-20-25%) based on
year greater than 4.0, and no cutback remains at Sacramento River Index”
reset requirement at 4 MAF lowest level until full water years; no reset
coplbractamount requirement at 4 MAF
contract guantity reset
at 4 MAF
No Action, Alternative 1
(Preferred Alternative), and
Alternative 3 —
25% cutback in Shasta
critical years only®

1936-1937 4.1 100% 100% 100% 90%
1937-1938 9.5 100% 100% 100% 100%
1938-1939 35 100% 75% 80% 80%
1939-1940 7.0 100% 100% 100% 100%
1940-1941 8.7 100% 100% 100% 100%
1941-1942 7.6 100% 100% 100% 100%
1942-1943 5.9 100% 100% 100% 100%
1943-1944 3.7 100% 80% 90% 80%
1944-1945 4.9 100% 100% 100% 90%
1945-1946 5.9 100% 100% 100% 90%
1946-1947 3.9 100% 100% 90% 80%
1947-1948 5.4 100% 100% 100% 90%
1948-1949 4.3 100% 100% 100% 80%
1049-1950 4.1 100% 100% 100% 90%
1950-1951 6.3 100% 100% 100% 100%
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TABLE 2-3

SAMPLE OF IMPLEMENTATION OF SHORTAGE PROVISIONS BASED ON HISTORICAL PERIOD OF RECORD

Water Year — Inflow to Percentage Cutback Alternative 2 — Alternative 4 — Alternative 5 —
Period of Record Reigf\l/soti? in Sliding-scale cutback Using Shasta Inflow, Using 40-30-30
MAF (10-20-25%) based on Sliding-scale cutback Sacramento River Index,
stepped decrease; no (10-20-25%) based on Sliding-scale cutback
cutback if previous water stepped decrease; (10-20-25%) based on
year greater than 4.0, and no cutback remains at Sacramento River Index”
reset requirement at 4 MAF lowest level until full water years; no reset
coplbractamount requirement at 4 MAF
contract guantity reset
at 4 MAF
No Action, Alternative 1
(Preferred Alternative), and
Alternative 3 —
25% cutback in Shasta
critical years only®

1951-1952 7.8 100% 100% 100% 100%
1952-1953 6.5 100% 100% 100% 100%
1953-1954 6.5 100% 100% 100% 100%
1954-1955 4.1 100% 100% 100% 80%
1955-1956 8.8 100% 100% 100% 100%
1956-1957 5.4 100% 100% 100% 100%
1957-1958 9.7 100% 100% 100% 100%
1958-1959 5.1 100% 100% 100% 90%
1959-1960 4.7 100% 100% 100% 80%
1960-1961 5.1 100% 100% 100% 80%
1961-1962 5.3 100% 100% 100% 90%
1962-1963 7.0 100% 100% 100% 100%
1963-1964 3.9 100% 100% 100% 80%
1964-1965 7.0 100% 100% 100% 100%
1965-1966 5.3 100% 100% 100% 90%
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TABLE 2-3

SAMPLE OF IMPLEMENTATION OF SHORTAGE PROVISIONS BASED ON HISTORICAL PERIOD OF RECORD

Water Year — Inflow to Percentage Cutback Alternative 2 — Alternative 4 — Alternative 5 —
Period of Record Reigf\l/soti? in Sliding-scale cutback Using Shasta Inflow, Using 40-30-30
MAF (10-20-25%) based on Sliding-scale cutback Sacramento River Index,
stepped decrease; no (10-20-25%) based on Sliding-scale cutback
cutback if previous water stepped decrease; (10-20-25%) based on
year greater than 4.0, and no cutback remains at Sacramento River Index”
reset requirement at 4 MAF lowest level until full water years; no reset
coplbractamount requirement at 4 MAF
contract guantity reset
at 4 MAF
No Action, Alternative 1
(Preferred Alternative), and
Alternative 3 —
25% cutback in Shasta
critical years only®

1966-1967 7.4 100% 100% 100% 100%
1967-1968 4.8 100% 100% 100% 90%
1968-1969 7.7 100% 100% 100% 100%
1969-1970 7.9 100% 100% 100% 100%
1970-1971 7.3 100% 100% 100% 100%
1971-1972 5.1 100% 100% 100% 90%
1972-1973 6.2 100% 100% 100% 100%
1973-1974 10.8 100% 100% 100% 100%
1974-1975 6.4 100% 100% 100% 100%
1975-1976 3.6 100% 80% 80% 75%
1976-1977 2.6 75% 75% 75% 75%
1977-1978 7.8 100% 100% 100% 100%
1978-1979 4.0 100% 100% 100% 90%
1079-1980 6.4 100% 100% 100% 100%
1980-1981 4.1 100% 100% 100% 80%
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TABLE 2-3

SAMPLE OF IMPLEMENTATION OF SHORTAGE PROVISIONS BASED ON HISTORICAL PERIOD OF RECORD

Water Year — Inflow to Percentage Cutback Alternative 2 — Alternative 4 — Alternative 5 —
Period of Record Reigf\l/soti? in Sliding-scale cutback Using Shasta Inflow, Using 40-30-30
MAF (10-20-25%) based on Sliding-scale cutback Sacramento River Index,
stepped decrease; no (10-20-25%) based on Sliding-scale cutback
cutback if previous water stepped decrease; (10-20-25%) based on
year greater than 4.0, and no cutback remains at Sacramento River Index”
reset requirement at 4 MAF lowest level until full water years; no reset
coplbractamount requirement at 4 MAF
contract guantity reset
at 4 MAF
No Action, Alternative 1
(Preferred Alternative), and
Alternative 3 —
25% cutback in Shasta
critical years only®

1981-1982 9.0 100% 100% 100% 100%
1982-1983 10.8 100% 100% 100% 100%
1983-1984 6.7 100% 100% 100% 100%
1984-1985 4.0 100% 100% 100% 80%
1985-1986 7.5 100% 100% 100% 100%
1986-1987 3.9 100% 100% 100% 80%
1987-1988 3.9 100% 100% 100% 75%
1988-1989 4.7 100% 100% 100% 80%
1989-1990 3.6 100% 80% 80% 75%
1990-1991 3.1 75% 75% 75% 75%
1991-1992 3.6 75% 90% 75% 75%
1992-1993 6.8 100% 100% 100% 100%
1993-1994 3.1 75% 75% 75% 75%
1994-1995 9.6 100% 100% 100% 100%
1995-1996 6.8 100% 100% 100% 100%
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TABLE 2-3

SAMPLE OF IMPLEMENTATION OF SHORTAGE PROVISIONS BASED ON HISTORICAL PERIOD OF RECORD

Water Year — Inflow to Percentage Cutback Alternative 2 — Alternative 4 — Alternative 5 —
Period of Record Reigf\l/soti? in Sliding-scale cutback Using Shasta Inflow, Using 40-30-30
MAF (10-20-25%) based on Sliding-scale cutback Sacramento River Index,
stepped decrease; no (10-20-25%) based on Sliding-scale cutback
cutback if previous water stepped decrease; (10-20-25%) based on
year greater than 4.0, and no cutback remains at Sacramento River Index”
reset requirement at 4 MAF lowest level until full water years; no reset
coplbractamount requirement at 4 MAF
contract guantity reset
at 4 MAF
No Action, Alternative 1
(Preferred Alternative), and
Alternative 3 —
25% cutback in Shasta
critical years only®
1996-1997 7.4 100% 100% 100% 100%
1997-1998 10.3 100% 100% 100% 100%
1998-1999 7.2 100% 100% 100% 100%
1999-2000 6.8 100% 100% 100% 100%
2000-2001 4.1 100% 100% 100% 80%
Number of years 9 years 16 years 17 years 43 years
with cutbacks
during period of
record
Cumulative (4 2,127,451 2,021,078 2,127,451 2,021,078

years) cutback
during 4—year
drought of 1931-
1934
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TABLE 2-3

SAMPLE OF IMPLEMENTATION OF SHORTAGE PROVISIONS BASED ON HISTORICAL PERIOD OF RECORD

Water Year —
Period of Record

Inflow to
Shasta
Reservoir in
MAF

Percentage Cutback

Alternative 2 —

Sliding-scale cutback
(10-20-25%) based on
stepped decrease; no
cutback if previous water
year greater than 4.0, and no
reset requirement at 4 MAF

Alternative 4 —

Using Shasta Inflow,
Sliding-scale cutback
(10-20-25%) based on
stepped decrease;
cutback remains at
lowest level until full
sohbroctamonnt
contract quantity reset

at 4 MAF

Alternative 5 —

Using 40-30-30
Sacramento River Index,
Sliding-scale cutback
(10-20-25%) based on
Sacramento River Index”
water years; no reset
requirement at 4 MAF

No Action, Alternative 1
(Preferred Alternative), and

Alternative 3 —

25% cutback in Shasta
critical years only®

Notes:

aShasta critical years defined by the contract between Reclamation and the SRSCs (see Appendix C for complete contract). This shortage provision was the
mechanism used in the original contracts and thus represents the No Action, in addition to Alternatives 1 and 3.

bThe 40-30-30 Sacramento River Index is computed as a weighted average of the current water year's April through July unimpaired runoff forecast (40 percent),
the current water year's October through March unimpaired runoff forecast (30 percent), and the previous water year's index (30 percent). A cap of 10 MAF is put
on the previous year's index to account for required flood control reservoir releases during wet years. Unimpaired runoff (calculated in the 40-30-30 Sacramento
River Index as the sum of Sacramento River flow above Bend Bridge near Red Bluff, Feather River inflow to Oroville, Yuba River flow at Smartville, and American
River inflow to Folsom) is the river production unaltered by water diversions, storage, exports, or imports. A water year with a Sacramento Valley 40-30-30 Index

equal to or greater than 9.2 MAF is classified as "wet." A water year with an index equal to or less than 5.4 MAF is classified as "critical.”
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Description of Alternatives Chapter 2

In only two cases, the projected water needs were less than the contract amount, and the
amount of Base Supply Project Water was reduced. Because the renewed CVP eentract
ameunt-contract quantity is limited by the existing contract quantity, an increase in the total
eontractameountcontract quantity was not considered in the needs analysis.

Reclamation’s threshold for conducting needs analysis for contractors is the irrigation of
2,000 or more acres. Twenty of the SRSCs meet this threshold and together these 20 SRSCs
divert 94 percent of the total water diverted. Because of their small size, needs analyses were
not conducted for 125 of the SRSCs.

The results of the completed needs analyses are summarized in Table 2-2 and are provided in
more detail in Appendix D.

Under Alternative 1, the proposed contracts also provide for continued delivery of CVP water
to the same lands and for the same purposes of irrigation and M&I use as the No Action, with
the exception of NCMW(GC, which has requested a change in authorized use from agricultural
to M&lI for use in the Metro Air Park portion of its service area. This action is being
processed along with the renewal of the Settlement Contracts. Water deliveries would be
made through existing CVP facilities, with no new construction required. The water would be
beneficially used within CVP-authorized places of use (within the SRSCs’ service areas).

Contract Period

The existing Settlement Contracts were originally executed in 1964, with a term not to
exceed 40 years. Those contracts specified the following: “That under terms and conditions
mutually agreeable to the parties hereto, renewals may be made for successive periods not to
exceed forty (40) years each.” Consistent with the existing contract language, and the CVPIA
PEIS, the Preferred Alternative includes a 40-year contract term.

Base Supply Rescheduling
Under the Preferred Alternative, the negotiated contract introduces a fee for the rescheduling
of Base Supply into June, July, August, September, or October. There is no fee for

reschedulmq Base Supplv into Aprll or Mav denngentteaLmenth&eHnteﬂen-thteat

eaeh—SRSG—&eentFaet.—The fee IS equal to 50 percent of the sum of the storage operatlons and
maintenance component rate-and the storage capital rate-components of the Project rate
setting policy. Rescheduling water from non-critical months into critical months would not
be permitted.

Water Costs and Costing Mechanisms

As stated previously, SRSCs divert the Base Supply portion of their contract supply free of
charge. The only costs related to Base Supply are in the event that Base Supply is rescheduled
as described in the previous section.

Payment for Project Water under the Preferred Alternative would include a costing
mechanism that requires the contractor to pay for 75 percent of the amount of allocated
Project Water each year at the applicable rate, whether or not the contractor diverted the
water, and to pay the applicable rate for Project Water actually diverted in excess of 75
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Chapter 2 Description of Alternatives

percent. The Contractor would also pay a Restoration Charge for each acre-foot actually
diverted. The Contracting Officer could adjust applicable rates and charges if the SRSC
desires to use Project Water for other than agricultural use.

Conservation Measures

Prior to diversion of Project Water, Alternative 1 requires SRSCs to be implementing a water
conservation and efficiency program based on the BWMP and/or the SRSC’s water conserva-
tion plan that has been determined by the Contracting Officer to meet requirements under
federal law. This alternative also allows any of the SRSCs to reduce the amount of Project
Water for which payment is required under Article 8(a) of the Settlement Contract.

Shortage Provisions

In the existing Settlement Contract and No Action Alternative, eutbaeks-reductions in
deliveries-total Base Supply and Project Water quantities of 25 percent are required during
critical years only. Critical years are defined by the contract as any year in which either of the
following eventualities exists:

(1) The forecasted full natural inflow to Shasta Lake for the current Water Year, is
equal to or less than three million two hundred thousand (3,200,000) AF; or

(2) The total accumulated actual deficiencies below four million (4,000,000) AF in
the immediately prior Water Year or series of successive prior Water Years each of
which had inflows of less than four million (4,000,000) AF, together with the
forecasted deficiency for the current Water Year, exceed eight hundred thousand
(800,000) AF.

The Preferred Alternative includes these same shortage provisions. Under these shortage
provisions, as shown in Table 2-3, and based on the period of record, eutbaecks-reductions
would occur in 9 years within the 80-year period of record or 4.5 years during the 40-year
contract period. During a 4-year drought sequence, such as that which occurred during the
period 1930 through 1934, total eutbacks-reductions to contractors would allow for
diversions of approximately 2,127 KAFY, the same as No Action.

Alternative 2: Reclamation’s Initial Contract Proposal

Alternative 2 represents the initial offer presented by Reclamation to the SRSCs during the
initial phase of contract renewal negotiations.

Total Contract Amount

As shown in Table 2-2, the total eentract-amount-contract quantity for Alternative 2 is 2,316
KAFY. This is the aggregated total amount provided for in all 145 contracts and the contract
with the CDMWC. Table 2-2 also shows the Base Supply and Project Water supphy-for each
of the 20 largest SRSCs for each alternative. Note that these are total contracted amounts,
which may be reduced during years when shortage provisions are implemented activated, as
described below.
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Description of Alternatives Chapter 2

This amount is the same as under the No Action Alternative because, at the time that contract
negotiations were initiated, the needs analyses of a few SRSCs had not been completed by
Reclamation, and no reductions in contract quantitiesameunts had been identified.

Contract Period
Alternative 2 includes a 40-year contract term, which is the same as the No Action and
Preferred Alternatives.

Base Supply Rescheduling

Alternative 2 includes the same Base Supply rescheduling fee provision as in the Preferred
Alternative. Water to be diverted in April, May, or June may be diverted in September or
October or vise versa; the contractor shall be charged a fee based on appropriate components
of water rate setting policy (see Article 3(b)(2) of Reclamation Ex1).

Water Cost and Costing Mechanism

Payment for Project Water under Alternative 2 is a costing mechanism that requires the
contractor to pay for 100 percent of the amount of allocated Project Water each year, whether
or not the contractor diverted the water. The contractor would also pay a Restoration Charge
for each acre-foot of water actually diverted. The Contracting Officer can adjust rates-te-the
applicable rates and charges if the SRSC desires to use Project Water for other than
agricultural use.

Conservation Measures

Prior to diversion of Project Water, Alternative 2 requires that SRSCs already be implement-
ing a water conservation and efficiency program based on the BWMP and/or the SRSC’s
water conservation plan that has been determined by the Contracting Officer to meet require-

ments under federal Iaw an&a”ew&the%RS&e%d&ee%he&me&n%eﬁpmjeeHNateﬁe%

respon5|ble for preparlng a |nd|V|duaI conservatlon plan to comply W|th thls contract term.

Shortage Provisions

Under Alternative 2, shortage provisions would be implemented on a 10-20-25 percent
sliding scale that is tied to Shasta Lake inflow deficiencies. A 10 percent reduction is applied
if inflows to Shasta Lake are between 3.6 and 3.8 MAF. A 20 percent reduction occurs if
inflows are between 3.4 and 3.59 MAF, and 25 percent reduction occurs if inflows are below
3.4 MAF.

Under this shortage provision, as shown in Table 2-3, and based on the period of record,
cutbacks would occur in 16 years during the 80-year period of record or 8 years during the
40-year contract period. During a 4-year drought sequence, such as that which occurred
during the period 1930 through 1934, tetal-cutbacks-te-SRSCs-reductions in total contract
supply would allow for diversions of approximately 2,021 KAFY. This projection assumes
reductions eutbaeks-in 7 additional years (20 percent of years) over the 80-year period of
record, versus 11 percent of years under the No Action Alternative.

Draft SRSC EIS 2-20 September 2004
RDD\043220005 (CLR2734.doc)



